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Eprror’s Note: Professor Tosdal’s paper was pre- 
sented before the American Marketing Association in 
December, 1938, at Detroit. 


O FURNISH a complete discussion of 
Ta bases of the consumer demand in 
any reasonable time is an impossible 
task. I conceive it to be the intention of 
those who arranged this program that 
the first speaker was to furnish a brief 
setting for the principal speakers to 
follow. Consequently it will be the pur- 
pose of my paper to sketch merely the 
broad outlines of what an approach to 
the study of consumer demand might 
involve. Necessarily there can be little 
that is original in any such background 
discussion, for the things about which I 
shall talk are known to all of you. 


1 Much of this paper is based upon my essay in Busi- 
ness and Modern Society, edited by Malcolm P. McNair 
and Howard T. Lewis, Harvard University Press, Cam- 
bridge, Massachusetts, 1938, pages 313 to 359. 


INTRODUCTORY. THE NEED FOR 
Stupy or ConsuMER DEMAND 


That study of consumer demand is 
needed requires little elaboration. A brief 
enumeration of several of the factors in- 
volved will be sufficient. The separation 
of consumer and producer is a conse- 
quence of large-scale production. Con- 
tacts between producers and consumers 
and between distributors and consumers 
have been made more difficult concur- 
rently with the increase in the impor- 
tance of decisions to be made with refer- 
ence to consumers. The informational 
connection which existed before the fac- 
tory system in the contact between 
producer and buyer was broken with the 
development of factory production and 
the exploitation of more extensive mar- 
kets. 

The need on the part of producers for 
useful information as to consumer wants 
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exists at every stage of industrial devel- 
opment; but that need is most pressing 
in the society which aims to give its 
members freedom of choice as con- 
sumers, and high standards of living 
through the utilization of advanced tech- 
nique of large-scale production and dis- 
tribution. Today a large proportion of 
the products which form the basis of 
industrial and commercial enterprise in 
modern states is produced or distributed 
by large-scale enterprises. Large-scale 
production requires prior judgments 
upon direct consumer demand or upon 
derived demand based upon ultimate 
consumption. Large-scale distribution 
likewise compels manufacture and pur- 
chase in advance of express demand. 
The types of information needed by 
the producer or distributor range from 
the most general to the highly specific. 
Because he needs perspective for long- 
range planning of his business, he must 
know trends; information of a gen- 
eral nature relative to developments 
of demand may, therefore, be useful. 
Nevertheless, the inadequacies of such 
information in the direction of current 
operations is apparent after even the 
briefest examination of the specific ques- 
tions which a businessman must answer. 
Among the decisions which the business- 
man must make are those relating both 
to the specific and detailed qualities of 
the product which he is to make and 
specific and detailed questions concern- 
ing the quantities which are to be pro- 
duced. An automobile manufacturer can 
accumulate much information upon the 
sales and makes of models of cars. He 
may even make detailed inquiry as to 
public preference through direct ques- 
tioning. But at the present time he 
cannot determine accurately whether a 
car stripped of all but necessities for 
transportation purposes only, to sell ata 
much lower price than cars now on the 


market, would meet with a sufficiently 
favorable response from the buying pub- 
lic to warrant the great expenditure to 
equip for economic production. 

In summary, it becomes clear that the 
business administrator needs to know 
both generally and in detail what the 
consumer will buy at profitable prices. 
He needs to know this sufficiently in 
advance of consumer purchase action 
so that the planning necessary for large- 
scale production may be carried out. To 
the extent that he does not know or to 
the extent that he cannot find out, 
society assumes the risk of loss. The 
losses may fall upon the producer, upon 
the consumer, or upon middlemen, de- 
pending upon the attendant circum- 
stances. 

It is clear that it is important for the 
consumer as well as for the producer that 
the producer have sufficient knowledge 
of consumer demand. In view of this 
fact, it might appear that the most 
logical procedure for filling the infor- 
mational gap would be one in which the 
consumer took the initiative in telling 
the manufacturer what he needed to 
know about consumer wants to make 
production and distribution more effi- 
cient. To a very limited extent, certain 
persons and organizations identified with 
the so-called consumer movement have 
essayed to deal with the problem. For a 
variety of reasons, progress has been 
slow. Since, as has been pointed out, the 
consumer does not know precisely what 
he wants, he is usually in no position to 
give detailed information as to future 
wants. By and large, the consumer is 
inarticulate. He speaks only through the 
exercise of choice among offered prod- 
ucts. Although through leadership the 
consumer may become more articulate, 
intelligent and honest leaders encounter 
at once the appalling complexity of the 
problem of appraisal of offered goods 
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without going into the greater difficulties 
of giving detailed advice as to future 
wants.? In making recommendations, 
furthermore, such leaders must consider 
also the fact that consumer satisfaction 
and consumer judgment are, in part, at 
least, emotional in nature. While for a 
few commodities limited contribution to 
understanding has been made by con- 
sumer organizations, the magnitude of 
the task, the divided interest of con- 
sumers, and self-seeking consumer lead- 
ership have accounted for the fact that 
producers generally have received very 
little help directly from consumers ex- 
cept through normal operation of the 
price system. 


APPROACHES TO THE STUDY OF 
ConsuMER DEMAND 


The approaches to the study of con- 
sumer demand do not lend themselves 
to any single or simple classification or 
upon the basis of logical method em- 
ployed, intellectual discipline involved, 
or research tools. Inductive and deduc- 
tive methods are used in various ap- 
proaches. Statistical and other methods 
are employed in psychological, sociolog- 
ical and economic problems of consump- 
tion and consumer demand. Further- 
more in some degree the same study 
may, for instance, serve students of 
economics as well as students of sociol- 
ogy or business. Consequently, any basis 
of classification used will be dictated by 
convenience for present purposes. 

To deal even briefly with all of the 
possible approaches—anthropological, 
biological, sociological, psychological, 
economic and business—would go be- 


2 See on this point Gragg, Mabel T. and Borden, 
Neil H., ““Merchandise Testing as a Guide to Consumer 
Buying,” Business Research Studies Number 22, Vol- 
ume XXV, Number 6, November, 1938, Bureau of 
Business Research, Harvard University Graduate 
School of Business Administration. 


yond the limits of this paper. Conse- 
quently, it is planned to devote the dis- 
cussion primarily to the psychological 
and to the economic and statistical ap- 
proaches. 


PsyYCHOLOGICAL APPROACHES TO 
ConSUMER DEMAND 


The psychological approaches to the 
study of consumer demand include both 
those developed directly by psycholo- 
gists themselves and those approaches 
which have been utilized by the business 
community in the study of consumer 
demand with or without the supervision 
of psychologists. It is clear that psychol- 
ogy in contributing to the understanding 
of human behavior has contributed sub- 
stantially to the understanding of con- 
sumer demand. Psychologists of every 
school have dealt with the phenomena 
of human behavior which we call wants, 
desires and needs. Explanations are fre- 
quently inconsistent with one another, 
but the existence of wants, desires and 
needs which lead persons to become 
consumers is not denied. It is evident 
that one must look immediately to those 
forces for at least a partial explanation 
of human wants and motives and ulti- 
mately for a substantial portion of the 
fundamental basis. 

Psychological science depends prima- 
rily upon observation under controlled 
or uncontrolled conditions for those re- 
sults. Self-observation and observation 
of others may range from the simplest 
and crudest introspection to the elab- 
orate observation and questioning of 
large numbers of subjects or of the 
careful measurement and observation of 
behavior of a limited number of indi- 
viduals under controlled conditions. It 
is true that in attempting to determine 
what the characteristics of consumer 
demand are businessmen use something 
analogous to introspection and intuition. 
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Sometimes they observe behavior of 
consumers directly or indirectly. Never- 
theless, a wide gulf has often existed 
between the crude and careless observa- 
tion of businessmen and the carefully 
trained study of a competent scientist. 
Modern psychological science, primarily 
a development of the past fifty years, 
deals with materials of utmost complex- 
ity, in which the applications of scien- 
tific experimentation under controlled 
conditions are difficult and limited. And 
field observation upon a desirable scale 
with competent scientific guidance is 
slow, time-consuming, and expensive. It 
is not, therefore, a cause for wonder or 
for undue criticism that in the extensive 
contributions of psychological science 
we find little that has direct bearing 
upon the complex problems of consumer 
demand. 

Pertinent contributions of psycholo- 
gists to the study of consumer demand 
relate primarily to the nature, types, 
and intensity of wants; the nature, force, 
and cultivation of habits; and to char- 
acteristics and bases of learning, think- 
ing, and remembering. It is in these 
fields of psychological investigation that 
students of business have sought and 
found some help in explaining the mo- 
tives and actions of groups and individ- 
uals in their buying and consuming. 
Little basis has been discovered for pre- 
dicting specific types of human behavior 
in response to given specific situations. 
For the most part, conclusions are too 
general in nature and too indefinite in 
application to be helpful. 

Certain aspects of social psychology 
likewise possess interest for business ex- 
ecutives who seek broad understanding 
of the behavior of the groups of buyers 
and prospective buyers which business 
serves. Here again, the contributions of 
psychology are in broad outlines, while 
the needs of business include the narrow 


and specific as well. Even the attention 
devoted to specific problems, such as 
those involved in the phenomena of 
fashion, has not resulted in appropriable 
knowledge which will permit prediction 
of styles and fashions. 

It is clear, therefore, that psycholo- 
gists have not arrived at the point of 
being able to predict accurately from 
discoveries so far made the response of a 
number of individuals to various situa- 
tions or the response of groups to a 
particular offer or product of a business 
enterprise. The limits of introspection 
are so obvious and the difficulties of 
scientifically valid observation on a scale 
extensive enough to make conclusions 
pertinent and valid are so great that, 
perforce, the scientifically sound psy- 
chologist is content to make progress 
slowly, establishing hypotheses concern- 
ing human conduct, collecting data at a 
snail’s pace to verify or disprove, all 
the while improving and perfecting tech- 
niques of investigation. 

Various attempts have been made to 
translate the general discoveries of psy- 
chological science into forms which 
would be useful for businessmen who 
must deal with problems involving hu- 
man conduct. The efforts to apply these 
techniques and discoveries to consumer 
demand have touched the field primarily 
at three points, namely, the determina- 
tion of buying motives or selling appeals; 
the determination of the reaction to ad- 
vertising and selling techniques; and the 
determination of the techniques of psy- 
chological investigations as applied to 
market study. Lists of motives or drives 
which lead persons to buy goods have 
been compiled and discussed by various 
psychologists. Numerous tests have been 
conducted to determine attention value, 
intensity of impression, memory value, 
and other characteristics of advertising. 
It must be evident, however, that lists of 
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motives are general in character and 
leave room for manifold variations in 
important aspects of consumer demand. 
Testing techniques for advertising or 
other selling methods are still in the 
pioneer stage, and their value is still the 
subject of lively controversy. 

It is in the development and improve- 
ment of the techniques of observation 
that students of business may look for 
the most important help from psycholo- 
gists in building a temporary structure 
to bridge the informational gap between 
producer and consumer. In the deter- 
mination of product preference, in the 
testing of consumer attitudes, students 
of psychology both in the laboratory 
and in the field have contributed to the 
development particularly of the ques- 
tionnaire and the interview and to the 
establishment of techniques for securing 
information from the consumer and in- 
terpreting it when obtained. 

The use of psychological methods in 
the conduct of market studies for busi- 
ness is in a fairly early stage of develop- 
ment, yet already substantial advances 
have been made in the formulation of 
questions, the conduct of interviews and 
the interpretation of results. It has been 
learned, for instance, that some of the 
more obvious methods of questioning are 
to be avoided under some circumstances. 
At times a simple, straight-forward ask- 
ing of a question does not bring a corre- 
sponding simple answer to that question. 
It may bring lies, evasions, rationaliza- 
tions or other answers. Earlier expe- 
rience has been corroborated in the 
study of proposed products. It has been 
learned that presenting proposed prod- 
ucts to the consumer with questions as 
to whether he would buy or not may 
bring results which are quite inconsist- 
ent with the later sales when the product 
is actually on the market at a price. The 
work of members of the Psychological 


Corporation, of Mr. Link, Mr. Lazars- 
feld, and others, furnishes instances of 
the developments of technique and 
method to be credited to psychologists. 
Certainly, here is an approach to some of 
the problems of producers which prom- 
ises, through furnishing more detailed 
information, assistance in some of the 
difficult decisions which executives have 
to make. 


EcoNnoMIc AND STATISTICAL 
APPROACHES 


The discussion of economic and statis- 
tical bases for study of consumer de- 
mand will be divided into three sections: 
the first dealing with the contribution of 
economic theorists to the problems of 
consumer demand, the second with sta- 
tistical studies of consumer behavior, 
and the third with statistical studies 
relating to past performances of market- 
ing organizations. 


CONTRIBUTION OF ECONOMIC THEORISTS 
TO THE STUDY OF CONSUMER 
DEMAND 


Economists have been in _ general 
agreement since Adam Smith’s time as 
to the importance of the consumer and 
of consumption, however they may have 
phrased their statements. Nevertheless, 
up to recent times economists have been 
apparently unwilling or unable to con- 
sider the practically important place of 
the consumer in their scientific treatises. 
Whatever attention earlier English writ- 
ers accorded to consumption and the 
consumer was usually in connection with 
the treatment of production. Adam 
Smith writes of consumption as being 
the sole aim and end of production 
but does not carry his thinking further. 


3 It should be clear that the statistical methods are 
used not only in these approaches but also in some of the 
more extensive of psychological. 
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It is difficult in Mill to find any treat- 
ment of consumption, although the im- 
portance of consumer demand is dimly 
perceived in the half-hearted recognition 
that consumer demand plays a part in 
directing the employment of labor and 
capital. 

The reasons for the long neglect of 
the consumer are not clear, but certain 
facts serve to explain at least partially 
the inconsistency between general state- 
ments and the proportion of attention 
devoted to the subject of consumption. 
In addition to the argument that con- 
sumption was beyond the scope of eco- 
nomic science, it is clear that studies of 
consumer demand were few and exclu- 
sive and that data concerning consumer 
demand were difficult and expensive to 
get. The fact that the problem was not 
viewed as a pressing one discouraged 
the painstaking study required to make 
progress in a study of the field. Further- 
more, the accepted use of general philo- 
sophic premises and deductive reasoning 
as adequate rendered the lack of factual 
materials less disturbing to earlier econ- 
omists. General economic treatises rarely 
go beyond the point of discussing certain 
general characteristics of human wants, 
such as the extensibility and expansi- 
bility of human wants, the theory of 
diminishing utility, the appraisal of pres- 
ent as contrasted with future goods, the 
relation of demands to social standards, 
standard of living in relation to wages, 
and similar topics. Obviously, one can- 
not expect detailed treatment of any 
subject in a mere elementary treatise. 
Nevertheless, the approach which char- 
acterizes these treatises is significant be- 
cause college trained businessmen today 
who have studied economic theory have 
for the most part received formal ec- 
onomic training not exceeding what is 
contained in any one of a dozen popular 
texts. Nothing in the businessman’s 


general training in economics fits him for 
any sort of detailed understanding of 
consumer demand which will so vitally 
affect him. 

Time forbids giving anything more 
than a summary of conclusions drawn 
from examination of the economic litera- 
ture upon consumption and consumer 
demand:4 


1. Up to the latter part of the nineteenth 
century and well into the twentieth century, 
economists have devoted relatively little 
attention to the subject of consumption as 
a whole. Generally, beyond a recognition 
in broad terms of the position of consump- 
tion, the attention accorded to the study of 
the consumer and consumer demand has 
been confined to discussions of value. 

2. Certain general characteristics of con- 
sumer demand have been formulated and 
applied, mainly to hypothetical situations. 
Among these are theories of diminishing 
utility, of elasticity and inelasticity of de- 
mand, the indefinite expansibility of human 
wants, and the like. 

3. Economists generally have depended 
upon the operation of the price system to tell 
manufacturers and traders what the con- 
sumer wanted. The progressive weakening 
of the informational link between producer 
and consumer has not been appreciated. 

4. The viewpoint has been that of the 
political economist and not that of the 
consumer as an individual; his specific wants 
have generally been disregarded. 

5. Factual material upon the basis of 
which sound principles could be formulated 
or corroborated has been conspicuously lack- 
ing in treatment of consumption. 

6. A few specialized monographs have 
been written which deal with consumer 
attitudes and motives in more detail. These 
likewise have been written from the point 
of view of the social group rather than from 
the point of view of business seeking to find 


4 Mention need only be made of the careful work done 
by Professor Zimmerman in this field. See Consumption 
and Standards of Living by C.C. Zimmerman, D. Van 
Nostrand Company, Inc., New York, 1936, pages 479 
to 536. 
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out what in detail the consumer desires. 
While some of these are especially helpful 
in understanding broad consumer attitudes, 
they contribute little if anything to the solu- 
tion of specific business problems. 


It is evident that a huge gap exists, 
therefore, between the knowledge which 
these approaches of economists furnish 
and that needed by business adminis- 
trators. The necessity which economists 
encounter of arriving at conclusions so 
general as to be applicable to a variety 
of economic goods, to the range of eco- 
nomic persons and institutions, and the 
further desirability of drawing conclu- 
sions which have validity over a period 
of time, result in laws and generaliza- 
tions so broad as to be worthless for the 
solution of most specific business prob- 
lems. The formulation of general prin- 
ciples has particular value for purposes 
of directing certain broad policies both 
of specific forces and of general group- 
ings, but a vast amount of detailed 
work and a vast accumulation of mate- 
rial on consumption are necessary if those 
principles are to be formulated soundly. 


STATISTICAL STUDIES OF CONSUMER 
BEHAVIOR 


The statistical studies of consumer 
behavior made by economists, sociolo- 
gists and social reformers as well as by 
government and business groups fall into 
three main groups: first, those studies 
of family living in which statistical data 


are accumulated regarding expenditures | 


of groups of families selected on various 
bases; secondly, surveys of purchases in 
which an attempt is made to secure an 
inventory of certain types of purchases 
or certain facts concerning material en- 
vironment; and third, those specific 
surveys made by business firms and 
groups to determine consumer buying 
habits with reference to specific prod- 
ucts or classes of products. 


A recent compilation listed some 1,500 
of the cost of living studies; 458 of these 
apply to the United States but only 180 
are based upon post-war data. Most of 
these studies are of the statistical type, 
although a few fall in the Leplay group. 
In these studies data are collected by 
various means through enlisting the co- 
operation of families to keep records or 
to make estimates. Necessarily in size 
of sample and in the care with which 
this method is applied these investiga- 
tions vary widely, and the dependability 
of their results varies accordingly. The 
purposes for which the data have been 
gathered have been briefly summarized 
as: (1) To secure facts with regard to 
social behavior of social and income 
groups to serve as a basis for formulation 
of scientific hypotheses relating, for in- 
stance, to laws of expenditure, and for 
the formulation of social trends. (2) To 
determine the adequacy of incomes, such 
as incomes of farm or industrial wage 
earners, by determining the standard of 
living to which actual incomes conform. 
Karm policy and wage policy and ad- 
justment may both be predicated in 
part upon the collection of such facts. 
(3) To provide information upon con- 
sumption habits and consumption needs 
as a basis for planning systemically for 
production and distribution—in other 
words, for economic planning. 

The results obtained from studies of 
family living up to the present have been 
of limited usefulness as guides to mar- 
keting administrators. It is obvious that 
the purposes for which the various stud- 
ies have been made have not been chosen 
primarily to throw light upon the nature 
of consumer demand with a view to 
helping producers conform more closely 
to that demand. None of the 180 studies 
have been made by business organiza- 
tions; 34 were made by private agencies, 
usually by philanthropic or social re- 
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search groups; 58 have been made under 
the auspices of educational institutions; 
55 by state agencies; and 33 by the 
Federal government. From the stand- 
point of the student of marketing, several 
criticisms are to be made of these stud- 
ies. 


1. The studies usually group purchases in 
classifications which may be of social sig- 
nificance but which are not of sufficient 
detail to help the manufacturer or middle- 
men choose those things which would better 
satisfy consumer needs. 

2. The samples used in most of the studies 
appear to be so small, to be so selected as to 
be open to the charge of inadequacy. Of the 
studies under consideration, two included 
less than 25 families, 14 less than 50, 57 
less than 100, and 131 less than 500 families. 
Less than one-third of the studies deal with 
more than 500 families. Furthermore, most 
of the studies have been confined to workers 
in the lower income groups. One hundred 
and fourteen of the studies were confined to 
farm families with total incomes, including 
home consumption, of less than $2,000, 
while 24 related to other workers in the 
same income group. While the low income 
groups are the largest, and while the need of 
intensive studies of their wants and desires 
cannot be denied, it is obvious that for such 
groups consumers’ choice has been reduced 
to smaller significance than to other groups 
in the population. Even within these groups 
the samples appear to be of uneven merit, 
and, as Lough points out, there is a bias 
toward settled and thrifty families through 
the frequent requirement of records and 
estimates. 

3. Of undetermined significance is the 
fact that all such studies are historical in 
nature. If the results of such studies were to 
be used as a guide for business decision, the 
assumption that past expenditures indicate 
future buying behavior is implicit in their 
use. The studies made in the decade of the 
twenties may indicate expenditures in the 
thirties, but that they do or do not needs to 
be proved. It is obvious that changes in the 
direction of expenditures, such as the intro- 


duction of the radio, electrical appliances, or 
other commodities into consumer budgets, 
are not suggested in the budget studies prior 
to 1920. The notable increase in the ex- 
penditures for transportation as revealed by 
census data was not suggested by earlier 
budget studies. It is true that the validity 
of the assumption as to past expenditure 
habits may be greater if one confines con- 
clusions to the lowest income group and to 
expenditures for necessities. 

4. Again, to this list of criticisms of 
family living studies from the viewpoint of 
the businessman, may be added the fact 
that a considerable period usually elapses 
between the collection of data and the 
publication of results. Periods of two, three, 
and five years have not been at all un- 
common. Finally, these studies vary in scope 
of investigation from those which take up 
purchases of many types with meager detail 
to those which deal only with a specific class 
of commodity, such as clothing, food, rent, 
housing, dairy products, meat, medical care, 
or fruits and vegetables. 


By all odds, the most important con- 
sumer expenditure studies ever made in 
the United States are those now in 
progress, in which the National Re- 
sources Committee, the Bureau of Labor 
Statistics of the United States Depart- 
ment of Labor, the Central Statistical 
Board, and the Bureau of Home Eco- 
nomics of the United States Department 
of Agriculture are participating. This 
survey is, in the first place, by far the 
most comprehensive, covering a random 
sample of approximately 336,000 fam- 
ilies and a controlled sample of about 
53,000 families. The sample is large 
enough to lend assurance on the basis of 
size, but in addition it is intended, par- 
ticularly in the controlled sample, to 
secure adequate representation of in- 
come and other groups which heretofore 
have been neglected in family living 
surveys. 

Asis now well known, the survey will 
provide much more detailed data upon 
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income and expenditures, purchases and 
processes than has been possible with 
the limited resources or appropriations 
available for earlier investigations. The 
schedules are specialized to a high de- 
gree, for instance, as between town and 
rural, between clothing schedules for 
men and women, between food con- 
sumed and food on hand, and as between 
types of families. As a consequence, 
more detail, and therefore more help, 
may be expected by the businessman 
from this than from previous surveys. 
It is evident that great care has been 
exercised in the planning in order to 
remedy certain weaknesses which have 
appeared in the examination of previous 
investigations. Even though planned for 
more general purposes and not specifi- 
cally for businessmen, much new infor- 
mation as to spending habits will become 
available as a result of this survey. It is 
as yet too early to pass judgment upon 
the quality of the survey as affected by 
the collection of data and their inter- 
pretation and presentation to the public. 

For background information and for 
the possible direction of productive ef- 
fort, the results of family living surveys 
may have limited usefulness, but trends 
in consumer demand are only imper- 
fectly discernible because most surveys 
constitute cross sections which cannot 
yet be satisfactorily related to earlier 
surveys to indicate direction. The results 
of such surveys may give the business 
executive broad ideas of magnitudes and 
general relationships of consumer ex- 
penditure. Since, however, the decisions 
he must make do not ordinarily affect 
industry in general or even his own 
industry appreciably, the executive finds 
the usefulness of family living studies 
for solving the problems relative to con- 
sumer demand reduced to a very low 
point by their general lack of detail. 
They were not intended for his use; nor 


perhaps could they have been designed 
at the present stage of market research 
technique to combine business objectives 
with political, social, and economic pur- 
poses. 

Being so closely related to family 
expenditures, it is but a short step from 
collecting data about expenditures to 
securing information about the owner- 
ship of goods, which usually have repre- 
sented expenditures sometimes of a more 
remote period. The inclusion of inven- 
tory figures in the comprehensive survey 
of family living discussed above has 
perhaps been stimulated by the exten- 
sive Real Property Inventory which was 
conducted under the auspices of the 
Department of Commerce. This survey, 
based upon data collected in 64 cities 
by a large corps of enumerators, is the 
most comprehensive survey of its kind. 
It is narrower in scope than the study 
now in progress and is confined primarily 
to housing and household equipment. 
Based upon data collected likewise in 
1934, the Department of Commerce has 
issued a series of studies upon the con- 
sumer use of selected goods and services 
by income classes. The goods and serv- 
ices specifically included in the study 
are again of the durable type, including 
automobiles, mechanical refrigerators, 
household equipment such as bathtubs, 
lighting and heating equipment, house 
construction, and the like. The reports 
are made upon the basis of information 
collected in the Financial Survey of Ur- 
ban Housing and the data collected in 
the Real Property Inventory. 

In addition to the extensive surveys 
under governmental auspices, many sur- 
veys of possessions have been made by 
and for business. An intensive and care- 
fully conducted real property inventory 
was conducted by the Bureau of Busi- 
ness Research of the University of 
Pittsburgh cooperating with Federal 
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and state agencies to cover Allegheny 
County, Pennsylvania. Also, among the 
more comprehensive surveys conducted 
by business survey concerns, may be 
mentioned a consumer survey by a direc- 
tory company which, in addition to col- 
lecting data on ownership of commodi- 
ties, has aimed to secure information on 
reading habits and buying habits and 
preferences for drug and grocery prod- 
ucts. Basic material for all of these sur- 
veys has been secured through personal 
interviews. Publishers have likewise un- 
dertaken to make ownership surveys 
varying in scope, bias, and competence 
of execution, the purpose being prima- 
rily that of interesting advertisers and 
prospective advertisers. So-called “‘pan- 
try’ surveys intended to reveal con- 
sumer preferences for types and brands 
of food products have been undertaken 
by certain publishers. Enumeration of 
radio owners, owners of mechanical re- 
frigerators and other appliances have 
been undertaken by trade associations 
and occasionally on a small scale by 
manufacturers or advertising agencies. 

Critical appraisal of ownership sur- 
veys from the point of view of business 
involves, in part, a repetition of previous 
statements relating to family living 
studies. Because a larger proportion of 
these studies have been intended for 
business, they have been found more 
useful by business executives. Their 
merit rests on the fact that possession 
or use is often a definitely ascertainable 
fact and ordinarily represents a previous 
buying action. Yet, even in ownership 
surveys, the competent investigator finds 
that statements of persons questioned 
as to ownership and use may not agree 
with the facts secured from the investi- 
gator’s personal observation or from 
other sources. The weakness of such 
surveys arises in part from the pressing 


need for competence and impartiality 
in the difficult interviewing situations 
and in part from bias, from technical 
faults of plan, sample, or interpretation. 

Because ownership inventories have 
commonly concerned more durable con- 
sumer goods, the danger of the implicit 
assumption that past buying action in- 
dicates future buying behavior needs 
to be pointed out. If one discards that 
assumption, ownership surveys with suf- 
ficient detail may and do reveal some 
indicia of standard of living and of 
ownership which may be translated into 
business ideas concerning potential mar- 
kets, although the range of products 
covered is narrow. But unless much 
more detail is obtained than is com- 
monly the case, little light is shed on 
the more specific problems of business 
in the effort to serve consumers. The 
knowledge of the ownership of auto- 
mobiles of various vintages by price 
classes may help in the quantitative 
adjustment of production, but it does 
not help in the qualitative planning of 
cars for the ensuing year. Actual pur- 
chases in the past represent compromises 
on the part of the consumer of a type 
which he may not be willing to repeat. 
Purchases and possessions may reflect 
mistakes in judgment on the part of both 
buyers and sellers. There is no assurance, 
of course, that such mistakes will be 
made in precisely the same proportions 
or in the same directions in a future 
period. Yet, with all of their faults, 
ownership data have helped to reduce 
the vast “‘no man’s land” of consumer 
demand in which business executives are 
compelled to wander about in making 
their detailed decisions. 

Since the studies have been giving 
only general information which though 
helpful is insufficient to answer the 
simple questions about consumer demand 
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which businessmen must themselves an- 
swer, not a few businessmen have found 
it advisable to question consumers more 
specifically as to purchases of particular 
products and even of particular brands. 
These studies though numerous in total 
have as yet covered only a small portion 
of the field. Their usefulness has been 
uneven from the standpoint of the busi- 
ness executive, and their significance 
from the point of view of the economist 
and the marketing student is as yet 
undetermined because for the most part 
the results of such studies are to be 
found only in the files of business firms. 
The testing of the accuracy of such 
studies on the basis of practical decision 
has hardly begun. There is,in my estima- 
tion, a vast field for helpful cooperation 
between marketing students and busi- 
ness in this area. 

Statistical studies of types already 
discussed differ from those to be taken 
up in that the family and ownership 
surveys relate primarily to expenditures 
by families or ownership usually of more 
desirable goods by families, data being 
secured directly from the families. Sales 
data on the other hand represent the 
sales of commodities, not to families in 
particular, but to buyers who may be 
ultimate consumers, industrial or whole- 
sale consumers or middlemen, data be- 
ing secured from the business firms who 
are the sellers. Consequently, for any 
shorter period the data represents con- 
sumption plus sales still in transit or in 
hands of middlemen. 

Sales volume data secured from an 
entire industry or from a substantial 
proportion of an industry constitute a 
much used and often very useful tool 
for the business executive in approach- 
ing a solution to broader questions af- 
fecting consumer demand. Data of a 
general nature are needed to determine 


the nature of the particular sales change. 
Sales volume data have, therefore, fre- 
quently been used to aid in the diagnosis 
of business ills, because knowledge of 
what industry is doing enables a specific 
firm to learn whether the incidence of 
increased or decreased demand is in- 
dustry-wide or is confined to his firm or 
to a few firms in the industry. 
Businessmen may secure sales volume 
data for their respective industries in 
several ways: through trade publica- 
tions, through cooperation within in- 
dustries, or through governmental effort. 
The most comprehensive sales data are 
those secured by the Federal govern- 
ment through the Bureau of the Census 
enumerations of 1933 and 1935. In these 
projects comprehensive arrays of facts 
concerning retail sales and wholesale 
sales have been compiled, largely on the 
basis of classification of retail and whole- 
sale institutions and, to a smaller extent, 
by commodities. The completeness of 
the enumeration, the care with which 
schedules were planned, and the prompt- 
ness with which the materials have been 
made available to the public have ren- 
dered the results indispensable to the 
business executive who wishes to study 
broad outlines of market demand. 
Certain positive contributions to our 
knowledge of consumer demand have 
resulted from these census surveys. In 
the first place, we have learned on a 
much broader scale how purchases of 
consumers ‘are divided among retail in- 
stitutions and, through retail institu- 
tions, among broad classes of commodi- 
ties. Furthermore, we have learned that 
wide differences in per capita sales in 
totals appear as between different geo- 
graphical areas and the magnitudes of 
those differences have been revealed. In 
the third place, information has become 
available as to the division of retail 
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sales and, therefore, of the bulk of 
consumer purchases among political dis- 
tricts, for data as to retail sales can be 
related to specific districts with much 
more assurance than can data as to 
wholesalers’ or manufacturers’ sales. 

From the viewpoint of the manufac- 
turing enterprise, with problems requir- 
ing knowledge of consumer demand, the 
census figures are decidedly deficient. 
They, too, are subject to the criticism 
which has customarily been made of 
historical data, namely, that with rapid 
change past sales may not indicate the 
future. But there are additional weak- 
nesses which must be recognized. In the 
first place, all these sales data deal with 
totals. Such aid as they give to the 
manufacturer relate only to quantitative 
adjustment of sales to the market. In the 
second place, since the sales data group 
commodities or items primarily on the 
basis of selling institutions, no help in 
the qualitative adjustment of products 
to the market can be secured. It is 
obvious that the volume of past sales 
in the dress industry, going back six 
months to three years after data have 
been compiled, is of little value in deter- 
mining what colors, designs, and patterns 
will be popular during the next six 
months. 

Because the total of expenditures of 
individuals is limited by incomes, many 
studies of consumer incomes have been 
made by scientists and by business it- 
self in order to throw light upon con- 
sumption and consumer demand. The 
relationship between income and ex- 
penditure for particular products is not 
clear in detail. Nevertheless, business- 
men have sought information which 
would enable them to determine the 
relative importance of income levels, 
changes in income totals from time to 
time, and the spending behavior of 
various income classes. 


Income data in relation to the needs 
of business executives suffer from de- 
cided limitations. In the first place, the 
precise amount of income may not in- 
dicate the volume of expenditures for 
consumption, for various reasons. The 
amount spent for taxation and taken 
by other compulsory levies will vary. 
The inclination and habits of persons 
in the same income levels vary widely, 
except, perhaps, at lowest income levels. 
Furthermore, the possibilities of post- 
poning consumption are increased as 
incomes grow larger and the proportion 
required for ordinary necessities de- 
clines. In the second place, data regard- 
ing incomes are decidedly incomplete 
and inadequate. Income tax authorities 
furnish data upon the incomes of less 
than 10 per cent of the families in the 
United States. The assumption that 
incomes are distributed in the propor- 
tions in which income tax returns by 
income classes are distributed is fre- 
quently used by businessmen in gauging 
markets, but that assumption still 
awaits proof of its validity. Incomes, 
particularly of higher income groups, 
are not easy to determine, even under 
governmental compulsion. Tax loop- 
holes weaken the validity of much 
income tax data. 

The merits and weaknesses of esti- 
mating income upon the basis of rentals, 
number of servants, size of house, sec- 
tion of city, and the like need not be 
discussed here. Suffice it to point out 
that such indices are useful but serve 
to emphasize further the difficulty of 
getting direct and dependable income 
data. 

The value to business of incomplete 
data upon incomes arises from the ur- 
gent desire and need of business for 
broader bases upon which to diagnose 
the causes for changes in sales or profits 
and the need for deciding where and 
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when to offer goods for sale. It is obvious 
that consumer demand cannot be effec- 
tive demand in the absence of income. 
From satisfactory income data, the pro- 
ducer may learn that consumers in 
County X could buy so many units of 
product A if they desired it. With more 
detailed data, producers might even con- 
clude that Mr. Roe could buy it. But 
whether manufacturer A or manu- 
facturer B should manufacture it and 
whether he will be able to satisfy that 
effective demand for commodities by 
sale is a question not even remotely 
answered by income statistics. 


CONCLUSION 





It becomes clear even from this brief 
examination of a few of the approaches 
to the study of consumer demand that 
we shall not find any simple solution to 
the problem. The need for continuing 
various forms of investigation is appar- 
ent; and business itself can and will make 
a major contribution as trained market- 
ing students get into positions of respon- 
sibility, and as business generally feels 
more keenly the necessity for contribut- 
ing its knowledge of and experience with 
phases of consumer demand. 











THE DEVELOPMENT OF THE FIELD OF 
CONSUMPTION 


HAZEL KYRK 
University of Chicago 


Eprror’s Nore: Miss Kyrk’s paper and that of Miss 
Bowman which follows originated at a breakfast meeting 
of people interested in consumption economics held in 
Detroit in December 1938 under the leadership of Pro- 
fessor Benjamin R. Andrews of Columbia. 

PROPOSE to trace the development of 
l the field of consumption by surveying 
briefly the books that have appeared in 
this field, their growth in number in 
recent years and their changing scope 
and character. A book will be considered 
to belong in this field if its title or the 
author’s own description of his subject- 
matter so indicates. To simplify the task 
further, only those books that are 
presumably inclusive in scope will be 
considered, those that in the author’s 
opinion cover the major aspects of the 
field. The more specialized literature, 
avowedly dealing with but one problem 
or set of problems, will not be considered 
although this limitation will necessarily 
result in giving a far less adequate and 
possibly less accurate picture of develop- 
ments, both quantitatively and qualita- 
tively. But considering only the works 
of more general character, some interest- 
ing trends and variations appear. 

In 1910 there was, I believe, but one 
book available, in English at least, for 
the inquiring student, Simon N. Patten’s 
“Consumption of Wealth,” a University 
of Pennsylvania publication of the year 
1901. Consumption as conceived in this 
book is and ought to be a process of 
maximizing pleasure and minimizing 
pain. As an explanation of consumers’ 
behavior and a guide to consumers its 
virtues and faults are those of the Ben- 
thamite hypothesis. Ten years later, by 
1920, there was another book to place 
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beside that of Patten, “Welfare as an 
Economic Quantity” by G. P. Watkins. 
The author in his preface tells us that 
its sub-title should be “A study in the 
neglected field of economic consump- 
tion.”’ His problem is identical with that 
of Patten and the meaning of consump- 
tion. “Welfare” is want-satisfaction, 
consumption is calculation, its purpose 
is maximizing, not pleasure but utility. 

By 1930, the end of the next ten years, 
there are four more books that by their 
title, five that by their content, must be 
catalogued in this field. In 1923 my 
book, ““A Theory of Consumption” was 
published; in 1925, Mrs. McMahon’s 
“Social and Economic Standards of Liv- 
ing’; in 1928, Elizabeth Hoyt’s ‘“‘Con- 
sumption of Wealth” and W. C. Waite’s 
“Economics of Consumption”; and in 
1929, “Economic Principles of Con- 
sumption” by P. H. Nystrom. 

In my book I struggled with two 
problems; one, the consumer’s position 
and how he fares in a free-enterprise, 
mass-production society; the other, the 
“why” of consumers’ desires and their 
relative intensity. In attacking this 
second problem, the attempt was to 
apply theories of value and of human 
motivation in general to this particular 
aspect of human conduct. Mrs. Mc- 
Mahon’s book was concerned with what 
was essentially the same problem, forces 
and conditions affecting our standards 
of consumption and the essential nature 
of the standards we strive to maintain 
and attain. 

The two books published in 1928 by 
Miss Hoyt and Mr. Waite had one 
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feature in common that not only sug- 
gests a stage in the development of the 
field but that inevitably affected some- 
what their format and content. Both 
were outgrowths of courses in consump- 
tion and they were written as text 
books for use in courses given by others. 
But it was not only in this respect that 
Miss Hoyt’s book differed from the 
“Consumption of Wealth” that had ap- 
peared in 1901. Her problem was funda- 
mentally the same, the psychology of 
choice, how our interests (her word for 
wants) arise, why and wherein they 
differ from group to group. But there 
is no word of pleasure-pain or of utility. 
It is to cultural anthropology that she 
turns primarily for data and suggestions 
from which to build her theory of choice. 
Mr. Waite’s book had a different title 
and it is essentially a very different 
book. He proposed to deal with the 
“economics of’ consumption implicitly, 
thereby raising a difficult and still un- 
resolved problem. Mr. Waite’s solution 
may be described, it is hoped fairly, as 
assembling and organizing within one 
cover all the topics in which respectable 
economists had interested themselves 
up to that time which in their minds 
had some connection with consumption. 
Significant in the light of future develop- 
ments are his sections on what would 
now be called price and income elasticity 
of demand. Mr. Nystrom, whose book 
appeared a year later, unlike Mr. Waite, 
seemed to disregard entirely the im- 
plications of the words ‘‘economic prin- 
ciples” in his title. Instead he gave us 
primarily a factual book—the number, 
age, occupation, location and income of 
consumers and the estimated monetary 
value and amount of our national con- 
sumption of food, clothing and other 
items. 

The first book to appear in the 1930's 
was C. C. Zimmerman’s “Consumption 


and Standards of Living” in 1936. This 
book was the outgrowth of Mr. Zimmer- 
man’s studies of family living and the 
extensive bibliography of such studies 
he and Miss Williams published in 1935. 
His volume deals with the history and 
techniques of these studies and attempts 
to weave their results into a unified 
pattern. Here is a theory of consumption 
derived from “relevant behavior data,” 
as Dickinson had urged in a review of 
my book, the amounts expended for 
and quantities consumed of the various 
goods and services and their controlling 
variables. The problem is still, how to ex- 
plain consumers’ choices. The approach 
to it as a problem in the measurement 
of relationships which was to be increas- 
ingly exploited is thus brought into the 
picture of the development of the field. 
The line of studies of family expendi- 
tures from Engel and his predecessors 
down is now tied firmly into the field of 
consumption. 

In 1937 another “Economics of Con- 
sumption” appeared by Charles A. Wy- 
and, a book again written as a text. Mr. 
Wyand’s book serves well to illustrate 
the broadening of the field called “‘con- 
sumption” and the inclusion in it, some- 
times to the exclusion of everything else, 
of another group of problems suggested 
it is true in earlier books but here dis- 
cussed in thorough-going fashion. I refer 
to the problems of consumers as buyers 
in the retail market, the problems widely 
made known ten years earlier by Chase 
and Schlink in their popularly written 
“Your Money’s Worth.” In fact, in 
terms of number of titles, pages written, 
and general interest, this was the field 
of consumption from the early thirties 
onward. Two books published in 1938 
dealt exclusively with this problem; 
“Consumer-Buyers in the Market” by 
Jessie V. Coles, and ““Consumers and the 
Market” by Margaret G. Reid. The 
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development of this line of study as a 
part of or as the field of consumption will 
bear watching to see where it inevitably 
leads as analysis goes on. 

The scope and organization of Miss 
Hoyt’s book “Consumption in our So- 
ciety” published in 1938, illustrate ad- 
mirably the development of the field of 
consumption by that date and the prob- 
lems that were commonly considered to 
belong there. A major problem is the 
old one, the psychology of our choices, 
the interests reflected in our scale of 
values and whence they come. Mr. 
Wyand, too, gave prominent place to 
this problem in spite of the fact that 
he was writing an “‘economics of” con- 
sumption. Part I of Miss Hoyt’s book 
deals with why we want what we do, and 
Part IV goes back to the old problem 
of maximizing, not pleasure or utility 
or anything that word stands for, but 
“‘welfare.”” Parts I] and III, however, 
deal with different matters: Part III 
with “‘measurement,’” measurement of 
national consumption and_ changes 
therein, measurement as description and 
comparison of levels of living of defined 
classes and groups, and measurement as 
the study of relationships between price 
and rates of purchase, and between 
income and rates of expenditure or use. 

In a fourth section Miss Hoyt turns 
to the appraisal of the contemporary 
economic situation from the standpoint 
of the consumer’s interests, not the im- 
plications of a free-enterprise, mass pro- 
duction system in general as in my book 
but the implications of specific business 
practices and public policies. Even with 
this limitation the discussion lengthens. 
Only arbitrarily could it be confined 
to the results of imperfect price competi- 
tion in the retail market and of present- 
day selling methods. It must cover 
monopolistic practices, tariff policies and 
the like. Once such a problem is set it is 


dificult to know where to stop; the 
discussion tends to run away and be- 
come a new kind and possibly the best 
kind of survey of our whole institutional 
set-up. 

In the next book to be published, that 
by Mr. Vaile and Miss Canoyer called 
“Income and Consumption,” we have 
one it seems to me that frankly makes 
consumption and the consumer’s in- 
terest the approach to the study of 
economic society. Consumption meas- 
ured is real income measured in specific 
kinds and amounts of goods and services. 
Valuable as this approach to the eco- 
nomic problem may be, what has be- 
come of the field called consumption? 
Does this book deal with a special group 
of problems economic or otherwise? Or 
has the study of consumption become 
the study of economics in general? 

The change in title of the greatly 
expanded edition of Waite’s ““Economics 
of Consumption” published in 1939 
raises some questions also in regard to 
what we now think about our field. Mr. 
Waite and his co-author Mr. Cassady 
have not changed appreciably the con- 
tent of the book, but instead of an “‘eco- 
nomics of’ consumption they call it 
“The Consumer in the Economic Or- 
der.”’ Is the economics of consumption 
the same as the economic problems of 
the consumer, or something else? Are 
the economic problems of the consumer 
largely the economic problems? Is “‘con- 
sumption” something more or something 
other than “economics of” or “‘eco- 
nomic problems of”? 

To summarize then the development 
of this field, using the method chosen, 
practically all the books on the shelf 
labeled ‘“‘consumption” have appeared 
since 1927. In addition to the more 


general discussions mentioned, we have 
had a great increase in periodical litera- 
ture and in special studies. Consumption 
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was given a place in the study “Recent 
Economic Changes” published in 1929, 
in “Recent Social Trends’’ published in 
1933, and was the subject of a special 
monograph in the series sponsored by 
the Social Science Research Council 
dealing with the effects of the depression 
on our economic and social life. The 
content of the books on consumption or 
the consumer has expanded until they 
variously cover the “facts” about con- 


sumers and consumption, the “whys” 
of consumers’ behavior as shown both 
by the analysis of quantitative data and 
the application of the general theory of 
value and the psychology of choice, the 
problems of the consumer as buyer and 
finally all economic problems from the 
consumer’s standpoint. What then is 
the field of consumption in the light of 
the developments of the last ten to 
fifteen years? 











CONSIDERATIONS IN DEVELOPING A 
GENERAL COURSE IN CONSUMPTION 


MARY JEAN BOWMAN 
Iowa State College 


DISCUSSION of the nature of a gen- 
A eral course in consumption for 
college students presupposes an under- 
standing of the aims of college education 
and of the meaning in which we are 
using the term consumption. This is not 
the time or place to launch into a dis- 
sertation on the philosophy of education 
or the place of a college in an educational 
system, but one or two remarks at the 
outset will serve to show my orientation 
with regard to the more immediate 
problem under consideration. I have 
assumed that a college education is 
intended to aid in the preparation of the 
student for a satisfying life. This means 
preparation in the broadest sense. A 
relatively greater or smaller proportion 
of time may be devoted to specific tech- 
nical training, but the primary goal is 
taken to be the constructing of a broad 
general background and a knowledge of 
what questions to ask, where to find 
answers, and how to evaluate answers 
from different sources. With this broad 
purpose in mind I turn now to the second 
question, of what is included in con- 
sumption in the present context. 

Dr. Kyrk’s review of the literature 
indicates the broad scope and the many 
topics which have been included in 
books or studies on consumption in its 
social science aspects. She did not at- 
tempt to define consumption or to mark 
out its relation to economics. I am con- 
cerned, not with the subject matter 
quite extensively developed in the home 
economics curricula, but with the social 
science aspects of consumer problems. 
Like other fields in the social sciences, it 
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is impossible to set up a definition of 
consumption in terms of phenomena 
with which it deals exclusively and be- 
yond which it will not venture. It draws 
on all the social sciences in so far as they 
contribute toward an understanding of 
the problems related to consumer welfare. 
Consumption may be regarded as a 
point of view, an angle from which we 
may approach the material given us by 
the social sciences as a whole. 

The development of a general course 
in consumption might follow two alter- 
native lines. One is to orient introduc- 
tory economics more directly from a 
consumer point of view than has been 
done heretofore. Something not unlike 
this is being attempted at Stephens 
College at the present time and in the 
General College at Minnesota. But a 
more technical course in economic prin- 
ciples might be so oriented. This could 
be followed by specialized courses such 
as consumer marketing, family finance, 
housing, standards of living. The other 
possibility is to set up an introductory 
course in consumption following the 
usual first course in economics.' The 
decision as to which of these alternatives 
should be chosen will depend on the 
composition of the student body, the 
level at which the work will be given, 
and the total curriculum. 

We shall have to dismiss arbitrarily 
one question—what to do in orienting 

1 Courses given in the Consumer Economics Section 
at Iowa State College are: general course in economics 
followed by an introductory course in consumption— 
then consumer marketing, food economics, standards 


of living, economics of household, family finance, hous- 
ing. 
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introductory economics to the consumer 
point of view—and to focus attention 
on the second alternative, of a separate 
general course in consumption. This 
should not, however, be taken to imply 
a selection of this method as generally 
preferable to that of complete integra- 
tion of consumption with the introduc- 
tory economics course. 

What should be the purpose, scope 
and organization of a general course in 
consumption? Purposes will vary some- 
what in different situations, but since 
the planning and developing of any 
course must proceed in relation to the 
purposes for which it is being created, 
a few of the aims which might determine 
the nature of a course in consumption 
have been selected for brief atten- 
tion: 

To.increase the ability of the in- 
dividual to evaluate his own _ basic 
choices—for example, he might become 
aware of and hence to some degree 
escape from the unnecessary limitations 
imposed by an ethnocentric culture pat- 
tern. Contributions here are chiefly in 
the studies of choice-making, drawing 
on fields of sociology, psychology, and 
cultural anthropology. 

To show the student the possibili- 
ties in planful spending, and possibly 
some of the techniques of budgeting. 
This involves work which is borderline 
between the social sciences and home 
economics. 

3. To foster increased use of intelli- 
gence as consumer-buyers in the im- 
mediate interest of the individual pur- 
chaser. 

4. To extend to the students an un- 
derstanding of the influence of con- 
sumers in the economy and of how 
consumers might make their voices more 
effectively heard and recognized. 

5. To develop an understanding of the 
social and economic system in relation 


to consumer welfare as a basis for eval- 
uating social policy. 

Even when confined to the social 
science aspects of the study of consumer 
welfare, the topics which might be in- 
cluded in a course in consumption are 
diverse and numerous. They have been 
suggested in part in this list of purposes. 
Three main trends in teaching and writ- 
ing can be discerned. One centers on the 
consumer in the market and the func- 
tioning of the economy in general in 
relation to the realization of consumer 
desires. One is the focus on choice- 
making, particularly in its more psycho- 
logical aspects. Third is an emphasis on 
budgeting and family finance as central 
problems. A general course might choose 
one of these phases of consumption as 
its primary concern, or it might attempt 
to include them all. The decision in a 
given institution will again depend on 
what is conceived to be the purpose of 
the course, on the supporting curricu- 
lum, on the make-up of the student body 
and of the teaching staff. 

When a decision has been reached as 
to the nature of the course to be taught, 
the most difficult and important re- 
maining problem is the organization of 
material in such a way as to give pattern 
and unity to the subject matter. It is 
necessary to find a unifying element in 
each phase of the work, and to bring 
out clearly the ties that bind the parts 
together. 

Suppose the emphasis to be on choice- 
making, as is the case in Dr. Hoyt’s and 
Dr. Wyand’s texts. How can this ma- 
terial be integrated? Dr. Hoyt has tried 
to develop a theory of consumption 
based first on a simple classification of 
interests as a key to consumer behavior 
in choice-making, then on a few gen- 
eralizations and hypotheses concerning 
the ways in which interests and values 
develop and satisfactions may be in- 
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creased. These few central ideas run 
through most of the book. In the books 
on consumer marketing by Dr. Coles 
and Dr. Reid, certain aspects of the 
economic system with special reference 
to marketing which have been analyzed 
before in other ways are discussed with 
a consumer orientation. Unity of treat- 
ment is furthered by the use, expressed 
or implied, of the concept of consumer 
sovereignty as a measuring rod. Studies 
of family finance might be unified by 
emphasis on the nature and functions of 
planning in the standard of living. 

The unifying factor in all phases of 
consumption might be an orientation in 
terms of consumer welfare or of under- 
standing consumer behavior. But the 
approach may be made through various 
channels which would serve to integrate 
the material much more closely. For 
example, the concept of consumer sov- 
ereignty would seem to offer possibili- 
ties of exploitation to this end. It has 
been used to advantage by both Dr. 
Reid and Dr. Hoyt. In generalizing its 
use, the following procedure might prove 
helpful. An exposition of what is meant 
by consumer sovereignty and the maxi- 
mizing of satisfactions might be followed 
by an examination of the marketing 
system in relation to these concepts. 
Then implications with regard to con- 
sumer choice and budgeting would be 
considered, carrying us through the 
other two main branches of consump- 
tion. 

Starting from the opposite end of the 
means-end relationship, a theory of con- 
sumption might be developed as a theory 
of the determination of choice and the 
process of maximizing satisfactions, ap- 
plying it to personal decisions and then 
to the operation of the economic system. 
The course would begin with a study of 


subjective elements in the standard of 
living, then extend consideration of 
choice-making to market selection and 
to the allocation of resources in the eco- 
nomic system. The unifying element 
would be in the consideration of prob- 
lems involved in the allocation of scarce 
means to alternative ends, where ends 
are considered at several levels of action 
and experience. These different levels 
would define the main divisions of the 
course.’ 

In summary, it must be evident that 
it is not a simple problem to organize a 
satisfactory course in a subject so in- 
adequately formulated as is consump- 
tion at the present time. There is no 
one answer for all colleges in all situa- 
tions. The scope of the course will de- 
pend on its purpose and on the setting 
in which it is given. Major issues are: 


1. What are the purposes of the 
course? 


. Should the introductory work be 
given via consumer orientation of 
a general course in economics or 
as a separate course? 


. Which of the three aspects of con- 
sumption will be emphasized or 
will there be an attempt at equal 
weighting of main phases of the 
subject matter? 

4. How shall the course be organized, 

and what concepts should be em- 

phasized as a basis of unity and 
integration in the course? 


ind 


w 


All of these questions must be consid- 
ered and answered before a course which 
will be really satisfactory to students 
and teachers can be developed. 


2 T hold no brief for these suggestions. They are intro- 
duced primarily to indicate the nature of the problem 
with which we are faced in seeking an effective unifying 
factor. 























THE VALUE OF CONSUMER PURCHASE 
SURVEYS TO MANAGEMENT 


DONALD M. HOBART 


Manager, Division of Commercial Research, Curtis Publishing Co. 


Epitor’s Note: Mr. Hobart’s paper was read before the 
American Marketing Association at Detroit, December 30, 
1938. 


T IS NOT necessary in a meeting such 
] as this to point out that the study of 
consumers is of vital importance to man- 
agement. We realize that the future of 
any business lies in the hands of con- 
sumers. As a result, we constantly study 
their abilities to earn, their capacities to 
consume and the changeableness of their 
habits and desires. 

Studies of consumer demand under- 
taken by our own company have taken 
the form, chiefly, of investigations of the 
market for single products or closely re- 
lated groups of products. Comprehensive 
surveys of family budgets undertaken in 
this country and elsewhere have usually 
been the work of governmental or other 
public agencies. Management in the 
sales and advertising fields would be 
negligent if it did not try to digest and 
apply such authoritative findings, which 
offer a broader perspective of consump- 
tion than any particular studies which 
private enterprise might hope to carry 
out. 

One of the outstanding consumer 
studies of recent times is the investiga- 
tion of family incomes and family bud- 
gets, called the Study of Consumer Pur- 
chases, conducted by the Bureau of 
Labor Statistics and the Bureau of 
Home Economics. For shorter identifica- 
tion we have termed it the Consumer 
Purchase Survey. Our company, like 
many others, is finding a valuable ap- 
proach to marketing problems through 
the use of the results of this Survey. 


After months of close analysis of this 
survey by our company, I should like to 
point out the value of the Consumer 
Purchase Survey to management. 
First of all, let us review the scope 
and methods of this survey, which is the 
most exhaustive study of family incomes 
and family budgets ever attempted. It 
consists of an urban study and a rural 
study, the combined phases covering 51 
cities, 140 villages and farm families in 
66 counties. The final reports of the sur- 
vey will provide information on income, 
rent, home ownership and family com- 
position for 282,000 families selected in 
an endeavor to provide a cross section of 
the cities, towns and counties covered 
and also for the country as a whole. 
Out of the larger sample, 62,000 fami- 
lies were covered in a more intensive 
way to determine the annual expenditure 
for all types of goods and services for 
families at different income levels. In 
order that consumption patterns might 
represent something more than aver- 
ages of many unlike units, the great 
majority of the expenditure schedules 
were obtained from native white fami- 
lies with both husband and wife living. 
The method of obtaining the informa- 
tion was through personal interview 
with the buying members of the family. 
The interviewer was provided with an 
elaborate check list, indicating all the 
kinds of goods and services the family 
might have purchased during the year. 
With the help of family budgets, re- 
ceipted bills and carefully checked esti- 
mates, the expenditures of all classes of 
products were worked out for a twelve- 
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month period prior to the date of the 
interview. 

All the expenditures were figured out 
at the same time, so total income and 
total expenditures provided a check 
against the expenditures for separate 
classes of items. The margin of error was 
further narrowed by the accurate knowl- 
edge of many major items of expendi- 
ture such as rent, taxes and major pur- 
chases such as refrigerators, automo- 
biles, ranges, et cetera. 

We believe the results of the Survey 
present a reliable picture of the con- 
sumer market (at least in the areas cov- 
ered) during the years 1935 and 1936. 
The field work was started in January, 
1936 and continued until the middle of 
the year. 

The reports on expenditures for each 
city, town or area come to us in a form 
similar to the one covering the city of 
Chicago, shown on Table I. Average 
annual expenditures of families are 
shown for income levels ranging from 
$500 a year to over $10,000 a year. The 
reports show not only total expenditures 
but also expenditures by each of 15 
groups of consumer purchases—food, 
clothing, household operation, furnish- 
ings and equipment, automotive, other 
transportation, personal care, medical 
care, amusement and recreation equip- 
ment, tobacco, reading, education, gifts 
and taxes, and other items. 

Expenditures in each of these product 
groups increases from the bottom of the 
income scale to the top. This is a market- 
ing fact of first importance since it has 
often been assumed that some products 
are sold primarily to families in the 
lower income levels. A comparative an- 
alysis of family budget studies in many 
countries has been published by two 
English economists, under the title of 
“Family Expenditures.” The only com- 
modity for which they found a clearly 


inverse relationship of expenditures to 
income was black bread in Germany. 

It is true that some expenditures are 
more urgent than others but that does not 
mean that they decrease as income in- 
creases, but simply that they do not in- 
crease as fast. Possibly the most urgent 
of all expenditures is food, for which the 
range of expenditure in Chicago was 
from $348 in the income level $500 to 
$750, while it was $1,781 in the income 
level of $10,000 and over. Thus a family 
in the highest income group spent 5 
times as much for food even though 
there was probably little difference in 
the capacity to consume food. The real 
difference lay in income where the ratio 
of the highest group to the lowest was 
possibly as great as 20 to 1. If we assume 
a ratio of 1 to 1 in a family’s need for 
food and a ratio of 20 to I in income, 
then the ratio of 5 to 1 may be consid- 
ered a compromise between these two 
factors determining expenditure. 

For the other product groups the 
ratio of expenditures in the highest in- 
come to expenditures in the lowest are 
all above 5 to 1 and some of them even 
run higher than the income ratio of 20 
to 1. The ratios of expenditure for the 
other groups are: 


Clothing 28 to! 
Housing 6 to! 
Household Operation 36 to 1 
Furnishings & Equipment 47 to! 
Automotive 153 tol 
Other Transportation 13 tol 
Personal Care 8 tol 
Medical Care 10 to I 
Amusement & Recreation 35 tol 
Tobacco 7 tol 
Reading 9 to! 
Education 174 to 1 
Gifts and Taxes 192 to I 
Other items $9 to! 


In the lowest income group, 76% of 
total expenditure goes for those basic 
necessities, food and housing, while only 
24% goes for all other items. In many 
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of the income groups, one major pur- 
chase in a product group like house fur- 
nishings and equipment or automobile 
takes those families out of the market 
for some time to come, while higher in- 
come families buy several major items 
during the year. 

One very important factor revealed 
by the figures is that the average family 
at the bottom of the income scale oper- 


ated at a deficit (see Table II). In Chi- 


it possible for these families to live be- 
yond their incomes, the essential mar- 
keting fact is that deficits are prevalent 
in the income groups below $1,500. On 
the other hand, as income increases be- 
yond this $1,500 point, savings mount 
rapidly. These families with savings are 
capable of buying additional goods and 
thus represent a fruitful market for in- 
creased sales. 

In making use of this material on 


Tas Le II. Cu1caco FamMILies 




















Net Savings or Deficits 
, Total Total —_—-- --- — —-___-— 
Family Income Group Income Expenditures | % of Money 
Dollars lucome 
$ sooand under$ 750 $ 626 $ 830 $—204 —33% 
750 and under 1,000 903 1,016 —113 —13 
1,000 and under 1,250 1,103 1,165 —62 —6 
1,250 and under 1,500 1,324 5.363 —29 —2 
1,500 and under 1,750 1,602 1,605 —3 —I 
1,750 and under 2,000 1,841 1,799 42 2 
2,000 and under 2,250 2,073 1,986 87 4 
2,250 and under 2,500 2,320 2,222 98 4 
2,500 and under 3,000 2,664 2,479 185 7 
3,000 and under 3,500 3,112 2,741 371 12 
3,500 and under 4,000 3,635 35144 sor 13 
4,000 and under 5,000 45349 3,760 589 14 
5,000 and under 7,500 5,800 4,619 1,181 20 
7,500 and under 10,000 7,881 6,695 1,186 19 
10,000 and over 15,692 10,358 55334 33 





cago, the families in the income groups 
$500 to $750 had a deficit of $204 per 
family or 33% of net income; the in- 
come group $750 to $1,000 had a deficit 
of $113 or 13% of net income. It is 
only when the income group of $1,500 
to $1,750 is reached in Chicago that the 
average family begins to balance income 
with expenditure. 

This deficit can be accounted for by 
various factors such as purchases out of 
savings, gifts or loans from friends or 
relatives, failure to pay within the year 
for goods bought on credit and obliga- 
tions assumed through installment pur- 
chases which would be paid for in the 
future. Whatever the factors that make 





deficits, we sometimes encounter the 
question of how so large a part of the 
population can: live beyond its income. 
One qualification that must be borne in 
mind is that not all families accrue defi- 
cits even at the lowest income levels. 
On the contrary, some families report 
savings and some deficits in the lower 
income ranges, but the deficits are so 
great as to wipe out the moderate sav- 
ings so far as the average for each of the 
lower levels is concerned. 

An even more fundamental considera- 
tion is that a proper set of accounts for 
a family is exactly parallel to a set of 
accounts for a corporation. Some busi- 
ness enterprises operate at a loss during 
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a given year and a family reaches the 
same result because of similar circum- 
stances. Savings or deficits really repre- 
sent a net change in assets or liabilities 
during the year studied. From a social 
standpoint, the question might be raised 
whether the few families who save 
money at the lowest income level are 
wise to do so. Since they are able to buy 
only the barest essentials, any abstin- 
ence may be hazardous. Thus by follow- 
ing the admonition that one should save 
for a rainy day, they may be really mak- 
ing it rain. 

These valuable data on family expen- 
ditures by income groups led to many 
discussions within our own organization 
and with manufacturers. Management 
seemed to be vitally interested in the pos- 
sibility of determining the sales poten- 
tial of the various segments of the total 
market in the cities and areas studied, 
as a guide in determining sales and ad- 
vertising policies. Also, such an analysis 
would help define that thing known as 
the “mass market,” for in some quar- 
ters it was assumed that while the lower 
income families did not spend as much 
per family for any group of commodi- 
ties as the higher income families did, 
there were so many more of the lower 
income families and their combined pur- 
chases far over-shadowed those of the 
higher income families in total dollar 
volume. 

With this interest present in so many 
places, we set about developing a 
method of projecting the expenditure 
figures to cover all families in the cities 
covered. After numerous discussions 
with many persons who had been active 
for years in this type of work, we de- 
veloped a method which seemed to em- 
body all the requirements. The work 
was placed under the direction of 
Wroe Alderson of our organization. 

Briefly stated, the plan was to start 


with the basic census figures (Chicago 
—1935) which show the number of 
families classified as native white, for- 
eign born, colored and others. The 
sample study of incomes made by the 
broad phase of the Consumer Purchase 
Survey shows the per cent of families 
in each income group for the types of 
census families. These percentages were 
applied against the total families (ex- 
cluding those on relief) in each census 
classification to get the number of non- 
relief families at each income level. 

The next step was to distribute relief 
families by income levels with the aid 
of relief studies and unpublished data 
from the Consumer Purchase Survey. 
This, combined with the former analy- 
sis, gave us the total number of families 
in Chicago at each income level. When 
total families were included, two new 
income groups were necessary—i.e., 
under $250 and $250-$500. 

Since consumption rates were not 
known for these two levels, estimated 
rates had to be supplied. The methods 
used were substantially the same as 
those set forth by Dr. A. D. H. Kaplan, 
of the Bureau of Labor Statistics, in an 
article in the Yournal of the American 
Statistical Association for March, 1938. 
The next step was to apply consumption 
rates for each income level against the 
the number of families at each level and 
we arrived at the total expenditures of 
all Chicago families for a twelve-month 
period. Each step of this operation was 
checked with the persons who had charge 
of the Consumer Purchase Survey. 

From these total consumption figures 
at each income level, we developed a 
market or consumption pattern for 
Chicago. Half way up the income scale 
for the 822,687 families in the city was 
one which received $1,446 annual in- 
come—the median income family— 
which divided the upper half income 
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group from the lower half group. The 
half of the families which received in- 
comes above the median point of $1,446 
bought 70.3% of all the consumer goods; 
the families below that income bought 
only 29.7% (see Table III). 


Taste II]. THe Market Patrern 


had incomes $2,150 and above; second 
quarter families $1,446 to $2,150; third 
quarter $874 to $1,446 and fourth quar- 
ter families under $874. Table III shows 
the sales value of each quarter of the 
families. It points out clearly that the 


FOR CHICAGO FOR ALL CLASSES OF EXPENDITURE 
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Naturally the percentage of sales ac- 
counted for by the upper half varies 
with the type of product, but in every 
single expenditure group these upper 
half families account for a large share 
of the total expenditures: 65.2% of the 
food, 77.2% of the clothing, 63.7% of 
the housing, 79.8% of the household op- 
eration expenditures, 79.8% of furnish- 
ings and equipment, 89.4% of the auto- 
motive, 65.9% of other transportation, 
70.2% of personal care, 74.5% of medi- 
cal care, 81.9% of amusement and 
recreation, 70. 4 % of tobacco, 68. 5° %o of 
reading, 89.6% of education, 88.1% of 
gifts and taxes, and 88.7% of other 
items. Thus we see that the volume con- 
trol and the profit control in any in- 
dustry rests in the hands of the upper 
half families. 

As an additional aid in sales analysis 
and planning, it was thought best to 
break down the equal halves into equal 
quarters by dividing each half at its 
median point. First quarter families 


first quarter families are the most impor- 
tant market for any product. In every 
single product group the first quarter of 
families—those with incomes of $2,150 
and up—buy more than the entire lower 
half of the families. 

As a result of the interest which was 
aroused by our analysis of the figures for 
Chicago, we prepared, in the same fash- 
ion, market patterns for seven other 
cities—namely, New York, Providence, 
Atlanta, Columbus, Ohio, Omaha, Den- 
ver and Portland, Oregon (see Table IV). 
Comparison showed very small varia- 
tion in the market patterns for the eight 
cities. The greatest disparity was not in 
New York or Chicago, where the great- 
est number of very large incomes are 
found, but in Atlanta, where incomes 
were exceptionally low in the fourth 
quarter. 

Eliminating the 


two metropolitan 


centers to avoid problems of weighting, 
we computed an average based on the 
other six large cities named, which we 
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believe is the closest representation of 
the market pattern for urban America 
of anything yet available. 

From our study of eight cities, to- 
gether with other studies which we have 
made of villages and farm families, we 
have secured tangible evidence that a 


TABLE IV. ConcENTRATION OF TOTAL EXPENDITURES 
AMONG Upper Hatr Fami ies 1n E1rcut Larce CIrTIEs 


Upper Half | Lower Half 





Families 50.0% 





| 50.0% 

Chicago | 

(#1 , 446) | 70.3 29.7 
New York 

($1,437) 70.1 29.9 
Providence | 

($1,270) 71.1 28.9 
Columbus 

(#1 , 460) } 70.5 | 29.5 
Atlanta 

($1,147) 75.9 24.1 
Omaha 

($1,413) 69.1 30.9 
Denver 

($1,345) 71.6 28.4 
Portland, Oregon 

($1,319) 70.2 29.8 
Total Six Cities | 

($1,331) 71.4 28.6 





Figures in parenthesis, median income. 


dollar does not mean as much in pur- 
chasing power in the metropolis as it 
does in smaller places. From this we 
have developed the concept of the Costs 
of Congestion by which we mean that 
the larger the community, the more a 
family will have to spend for necessities 
and the less it will have left for buying 
other products. Our analysis leads us to 
believe that the tendency for family in- 
come to run higher on the average as the 
size of the city increases is just about 
balanced by the increasing costs of con- 
gestion. 

Metropolitan expenditures are greater 
for food, housing and transportation 
other than automobile. The high ex- 


penditures for food in the metropolis un- 
doubtedly reflect a higher cost of distri- 
bution rather than large appetites among 
the families living there. The high ex- 
penditures for housing probably repre- 
sent high rents rather than a type of 
housing which is essentially better than 
that available in smaller places. The 
high expenditures for transportation 
other than automobile represent prima- 
rily the daily use of rapid transit system 
or of other methods of daily transporta- 
tion to and from work. 

The costs of these three items added 
together might be termed the high cost 
of congestion to which those who live in 
the metropolis or cities are subject. To 
a considerable extent the cost of conges- 
tion offsets the somewhat higher in- 
comes prevailing in cities. On most other 
commodities and services, families in the 
smaller places are able to do as well or 
better than the families who live in the 
metropolis. 

In particular, the families in the 
smaller cities spend more for clothing, 
for automobiles and for furnishings and 
equipment than do metropolitan fami- 
lies. The difference is most marked in 
the case of automobiles. The difficulty 
of using an automobile with satisfac- 
tion in congested areas, as well as the 
fewer dollars left over after taking care of 
basic necessities, accounts for the rela- 
tively modest showing of metropolitan 
centers in automobile expenditures. 

But cost of congestion applies to the 
congested areas of the country as well 
as to large cities and the metropolis. 
Comparisons have been made between 
cities of the same size in different parts 
of the country and between metropolitan 
centers and smaller places. The Provi- 
dence family, for example, spends more 
for basic necessities than does the Port- 
land, Oregon family. Such expenditures 
are still higher in New York and Chi- 
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cago. Size of city and location of city 
as to the congestion of the area appear 
to be aspects of the same thing as far as 
effect upon the consumer budget is con- 
cerned. Crowded cities and crowded re- 
gions both must bear the costs of con- 
gestion which tend to offset the advan- 
tage in family incomes which they may 
enjoy. 

The cost of congestion has more bear- 
ing on marketing procedure than may 
be apparent at first glance. Our own 
work on this subject has shown us how 
much cost of congestion affects any na- 
tional income analysis, involving broad 
income groups. To be accurate and valu- 
able, such income studies must recognize 
the differences in the costs of congestion 
and present findings on that basis. This 
whole subject is worthy of additional 
study and analysis. 

In addition to the utilization of the 
Consumer Purchase Survey results for 
their own intrinsic value, they should 
furnish guideposts for many market 
studies of individual products and of 
specific problems. From day to day our 
organization is using the material in this 
way. When we undertake a study of cos- 
metics, we find that our problem is 
clarified by reference to the Consumer 
Purchase Survey figures showing the 
ratio of average cosmetic expenditures 
to total expenditures and the distribu- 
tion of sales among various income 
groups. In a country-wide study of gas 
and oil purchases we are guided in our 
selection of cities by a knowledge of 
median incomes as shown by the survey, 
and in our selection of the sample by a 
knowledge of the curve of distribution 
of incomes. 

Another extensive use of the Con- 
sumer Purchase Survey material was in 


a study of dentifrices in Chicago. We 
interviewed 1,000 families, selecting 250 
from each quarter of the families as 
shown in our analysis of the Consumer 
Purchase Survey results. We were able 
to identify the income classes with suffi- 
cient accuracy by reference to corre- 
sponding rentals. Any overlapping be- 
tween the quarters can be avoided by 
establishing the family income, with par- 
ticular attention given to families whose 
incomes come near the breaking points 
between quarters. 

By pursuing this method of tying up 
the Consumer Purchase Survey and a 
detailed study of a single commodity 
field, it proved possible to draw some 
very significant conclusions concerning 
brand preference by income levels. This 
approach also permits of detailed study 
of the magazines and newspapers read 
and radio programs listened to by the 
four quarters of the market. 

An advertiser thus has a chance to 
observe whether there is a proper paral- 
lel between his market and the market 
reached by the advertising media which 
he is using. As an additional facility in 
pursuing this method, the market re- 
searcher may also make use of the in- 
come study made as part of the Public 
Health Survey covering 80 cities, only a 
few of which duplicate cities in the list 
of 51 covered in the Consumer Purchase 
Survey. 

The chances are that the results of 
these studies will eventually lend new 
color to every aspect of market research. 
A few of the many topics which may be 
investigated in the light of these new 
figures are the use of installment credit 
at each income level, the introduction of 
new products and price-making for both 
perishable and durable products. 
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THE PLACE OF INDUSTRIAL MARKETING 
IN DISTRIBUTION 
JOHN H. FREDERICK 
The University of Texas 


Epiror’s Note: Professor Frederick's paper and the 
discussion by Professor Beckman were presented before 
the American Marketing Association in Detroit in De- 
cember 1938. 


HE PURPOSE of this paper is to show 
Be important place in distribution 
occupied by that part of our total mar- 
ket which we call “Industrial.”’ It is con- 
cerned with the sale, by producers and 
processors, of all products to be used, 
directly or indirectly, by other pro- 
ducers, institutions, and commercial or- 
ganizations in the production and market- 
ing of their own products or services, 
which may in turn be sold to industrial 
consumers, household consumers, or 
both. Industrial marketing is, therefore, 
the distribution of producers’ and capi- 
tal goods as distinguished from house- 
hold consumers’ goods. 

All manufactured products are in- 
tended either for industrial consumption 
or for home consumption, and the same 
is true in large measure for all agricul- 
tural products also. In other words, the 
destination of all goods produced is 
either the industrial user market or the 
home consumer market. The industrial 
user market absorbs products from 
every industrial group and products 
handled by every trade except the 
strictly retail. 

The latest iniormation on the magni- 
tude of this industrial market is con- 
tained in the publications of the 1935 
Census of Business, particularly those 
on Distribution of Manufacturers’ Sales 
and Wholesale Distribution, Vol. VII, 
“Credit Sales and Sales By Classes of 
Customers.’ 


Table I shows the f.o.b. factory sales 
made direct to industrial users by the 
134,192 manufacturing plants reporting 
to the Census of Manufacturers, divided 
by industry groups. Of these plants, 
42,650 sold $10,742,251,000 direct to in- 
dustrial users in 1935. This table also 
shows the number of plants in each in- 
dustry group making sales to industrial 
users as well as those selling exclusively 
to this primary channel of distribution. 

The importance of the industrial mar- 
ket to individual manufacturers is fur- 
ther illustrated by the fact that, in 1935, 
23,247 plants sold their entire product 
to industrial users. This was a larger 
number of plants than sold exclusively 
to any other primary distribution chan- 
nel as is shown in Table II. 

Table III shows the proportion of 
total sales by manufacturing plants to 
industrial users in 1935 and 1929, the 
only previous year for which such infor- 
mation is available. This table is limited 
to industries which are directly compa- 
rable in the two years.! It is interesting 
to note that there was very little change 
in the importance of the industrial mar- 
ket for manufacturing industries as a 


1In compiling the 1935 report on Distribution of 
Manufacturers’ Sales it was found that figures for an 
industry in 1929 might not be comparable with the 
figures for that industry in 1935 for any of the following 
reasons: (1) a change in the number of products in- 
cluded in an industry or industry group by the Census 
of Manufactures, (2) a change in the method of report- 
ing by individual plants due to a better understanding 
of the inquiry for 1935 or vice versa, (3) figures for a 
particular industry might not have been reported in 
1929 or might have been combined with others in a 
“miscellaneous” industry classification. In such cases 
no 1929 comparisons were shown. 
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TaB.e I. Sates To INpustriAL Users By InpDustry Groups, 1935* 


Number of Plants Selling 








| | 
| Sales | Direct to Industrial Users 
Industry Groups PO eos ieee - 
| Amount | Per Cent of Total Total | Selling 
| (ddd ooo) | NetSales | (Add 000) | Exclusively 
ALL INDUSTRIES $10,742,251 | 24.5 | 42,650 | 23,247 
| 
| | | 
Food and Kindred Products 711,775 | 6.8 | 4,452 641 
Textiles and Their Products | 1,306,963 22.2 9.367 1,950 
Forest Products 506 , 360 29.9 6,355 3,718 
Paper and Allied Products 708,344 | 46.6 1,770 878 
Printing and Publishing 19,372 | 47.2 53 2 
Chemicals and Allied Products 805,379 | 28.1 3,202 1,380 
Products of Petroleum and Coal 231,250 10.8 304 74 
Rubber Products 192,230 27.6 | 247 89 
Leather and Its Manufactures 256,967 20.1 1,086 704 
Stone, Clay, and Glass Products 302,093 31.8 2,598 1,400 
Iron and Steel and Their Products 2,139,706 $0.2 4,169 2,527 
Nonferrous Metals and Their Products 1,077,573 66.2 2,503 1,634 
Machinery 1,566,139 39-9 7,955 5,209 
Transportation Equipment, Air, Land and 
Water 645,936 15.6 656 3 

Miscellaneous 272,164 12.0 3,953 2,707 





* Compiled from Distribution of Manufacturers’ Sales, Census of Business, 1935. 


whole but that there were some changes Taste III. Per Cenr or Torat Sates By Manuractur- 
in its importa for rticular industry ‘'° Piants To INDusTRIAL USERS 1935 AND 1929 BY 
in its importance particulé ustry RR IEE Ne 

sro ° _— . we. ‘ ‘ 

pulp (Limited to Industries Which Are Directly Comparable 


- . . to 1935 and 1929) 
TaB_e IJ. NumBer or Pants SELLING ExcLUSIVELY 


To Various DistriBuTION CHANNELS IN 1935 








e ) —- i, 
(All Industries)* sagen beng 
ee aie: i eae Industry Group trial Users 
Primary Channel | Number of Plants 
of Distribution | Selling Exclusively 1935 1929 
Wholesale Branches ALt. InDusTains 24.6 “6 a 
(With and Without Stocks) 2,814 
Industrial Users 23,247 Food and Kindred Products | 7.9 6.9 
ba holesalers and Jobbers stihl Textiles and Their Products 16.9 13.0 
Own Retail Stores 31947 Forest Products | 32.0 38.8 
Retailers | 22,740 Paper and Allied Products 54.9 51.8 
Siauschold Consumers > 86« et 3 ; 
SSCUSERS \CaeumerS | 12, 00$ Chemicals and Allied Products 30.9 33-5 
Through Agents and Brokers 45314 Petroleum and Coal Products 10.0 8.5 
tn ae it NE ec Rubber 29.3 25.9 
* Compiled from Distribution of Manufacturers’ Sales, Leather and Its Manufactures 18.4 14.5 
Census of Business, 1935. Stone, Clay, and Glass Products | 31.6 36.3 
Iron and Steel and Their Products| 59.8 55.8 
Tables II and IV show a very substan- Nonferrous Metals and Their 
. - . 5 - . Products 61.1 56.3 
tial use by manufacturing plants of their yyachinery cae | akin 
own wholesale branches and of whole- Transportation Equipment 21.8 | 24.3 
salers and jobbers as primary channels Miscellaneous 6.6 | 9.0 


of distribution. In Table I] we see that * Compiled from Distribution of Manufacturers’ Sales, 
2,814 plants marketed their products Census of Business, 1935. 
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TasLe IV. Sates ro WHOLESALE BraNncHEs, WHOLESALERS AND perenne, 1935" 
To Own W V holesale huni | To. W olesalers and Fobbers 
_—— * tan oe en © ; ct ae 
Per Cent No. -~ Cent! | No. 
Industry Grou No. | Plants of | No. Plants 
setae Amount | of Pes ‘sing | Amount | of P- Ags 
| (Add 000) Total | Plants | Selling (Add 000) Total | Plants | Selling 
y Cc | | ~ y. y r + . ~ 

| Net | Selling | Exclu- | — Net | Selling | Exclu- 
| Sales | | sively | | Sales | sively 
ALL INDUSTRIES ($7,499,535 17.1 | 6,160 | 2,814 |$10,134,396 | 23.2 | 47,192 | 20,117 

} | | | 

| | | 

Food and Kindred Products | 2,014,241 | 19.2 | 2,229 908 2,900,070 | 27.6 | 14,672 5,948 
Textiles and Their Products 384,816 6.5 | 532 366 | 1,403,728 | 23.9 5,656 | 2,967 
Forest Products 101,588 | 6.0 | 358 | 142 | 415,538 | 24.5 | 6,271 3,303 
Paper and Allied Products 74,911 | 4.8 | 115 | 52 | 418,802 | 27.5 | 1,216 470 
Printing and Publishing -- | ; — | — | 6,876 | 16.8 38 | 5 
Chemicals and Allied Products 848,318 | 29.7 | 828 | 498 548,813 | 19.2 3,265 | 1,078 
Products of Petroleum and Coal! 1,117,867 | 51.9 | 238 68 | 360,753 | 16.8 330 | 102 
Rubber Products 282,049 | 40.6 47 | IO | 104,621 15.0 271 | 95 
Leather and Its Manufactures 230,817 | 18.0 195 | 121 192,241 | 15.0 194 | 488 
Stone, Clay, and Glass Products 252,534 | 26.5 311 182 172,947 | 18.2 | 1,630 | 582 

Iron and Steel and Their Prod- | 
_ucts 681,435 | 16.0 | 357 | 106 g01,882 | 11.8 2,589 | 889 

Nonferrous Metals and Their | 
Products | 1§2,676| 9.4 125 | 56 | 203,888 2.5 1,712 | 748 
Machinery | 661,722 | 16.6 486 186 | 750,825 | 19.1 3,569 | 1,012 

Transportation Equipment, Air, | | 
Land and Water 558,147 | 13.5 | 79 10 | 764,260 | 18.5 | 424 11S 
Miscellaneous | 148,414 6.5 | 260 109 1,389, age 61.1 4,355 | 2,315 


ss Compiled hein Distribution of Manufacturers’ Sales 


exclusively through their own wholesale 
branches, both with and without stocks, 
and 20,117 plants used wholesalers and 
jobbers exclusively. While Table IV 
shows manufacturers own wholesale 
branches absorbing 17.1 per cent of the 
net sales of all industries in 1935. In 
the same year wholesalers and jobbers 
took 23.2 per cent of manufacturers’ sales. 
This table also shows the amount and 
per cent of total sales by manufacturing 
plants, by industry groups, to these 
channels of primary distribution in 1935 

It will be seen therefore that the whole- 
sale trades took $17,633,931,000 of the 
manufacturers’ sales of all industries in 
1935. Many of the products represented 
by these sales are re-sold to the indus- 
trial market. The 1935 wholesale Census 
reveals some interesting facts on this 
point. 

Wholesale establishments of all types 





, Census of Business, 1935. 


were able to report on the breakdown of 
only part of their 1935 sales. Net sales 
by all types of wholesalers amounted to 
$42,802,913,000 in 1935, but analysis 
by type of customer was possible for 


only $34,865,567,000 of these sales. 
Table V shows how this amount was dis- 


tributed and it will be noted that indus- 
trial users accounted for $10,402,873,000 
or 29.8 per cent of this total. 

When the 1935 wholesale sales are 
broken down by types of operation and 
classes of customers we find the sales to 
industrial users as follows: 


Per Cent Sales to 
Type of Operation Industrial Users 


Wholesalers and Jobbers 


24-9 
Manufacturers Sales Branches 
(With Stocks) 27.7 
Manufacturers Sales Offices 
(Without Stocks) 59-3 
Bulk Tank Stations (Petroleum) 9.9 
Agents and Brokers 34-9 
Assemblers 29.5 
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TaBLe VI. DistripuTION OF MANUFACTURER AND WHOLESALER ANALYZED SALES TO PRIMARY CHANNELS OF 





Primary Channel of 


DisTRIBUTION, 1935* 








Sales by Manufacturers Sales by Wholesalers Total 

Distribution (Add 000) (Add 000) (Add 000) 
To Own Wholesale Branches $ 7,499,535 _ $ 7,499,535 
To Industrial Users 10,742,251 10,402,873 21,145,124 
To Wholesalers and Jobbers 10,134,396 7,035, 587 17,169,983 
To Own Retail Stores 629,139 — 629,139 
To Retailers 8,412,051 15,837,640 24,249,691 
To Household Consumers 795,488 510,282 1,305,770 








* Compiled from Distribution of Manufacturers’ Sales, Census of Business 1935 and Wholesale Distribution, Vol. 


VII, Census of Business, 1935. 


Table V also shows the analyzed sales 
to industrial users still further broken 
down by kinds of business and types of 
wholesale operation. This grouping in- 
cludes wholesale handlers of raw and 
primary materials as well as manufac- 
tured goods which further emphasizes 


the tremendous importance of the In- 
dustrial Market. 


In 1935, therefore, industrial market- 
ing accounted for $21,145,124,000 in 
combined sales of manufacturers and 
wholesalers, making this most important 
channel of primary distribution for 
American manufacturers and the second 
most important for the wholesalers and 
jobbers of the country as shown in 


Table VI. 





SIZE OF THE INDUSTRIAL MARKET 


THEODORE N. BECKMAN 
Ohio State University 


ROFESSOR FREDERICK’S presenta- 
Pir: of the data presumed to meas- 
ure the magnitude of the industrial 
market during the year 1935 is both in- 
teresting and instructive. He deserves 
special commendation for his attempt 
to correlate facts from two different 
sources based on separate and totally 
different inquiries. There is urgent need 
for more of this type of work. 

On the score of the detailed analysis 
made by Professor Frederick there can 
be no special criticism. He has brought 
together for us some pertinent data from 
two different studies of the Bureau of 
the Census, which, together, throw 
needed light on the composition of the 
industrial market from the standpoint 
of (1) lines of merchandise and (2) types 
of marketing organizations engaged in 
industrial marketing. 

But, in my opinion, these data do not 
exactly measure the magnitude of the 
industrial market. It seems to me that 
the industrial market can be measured 
in two ways, depending upon the ob- 
jective sought. 


One method is to ascertain the pro- 
portion of all goods marketed that is 
destined for industrial consumption. 
Table I shows that in 1935 the value of 
all goods marketed was $53,627,770,000. 
These goods came from factories, farms, 
mines, quarries, oil wells, forests, fish- 
eries, hunting and trapping, and in the 
form of imports from abroad. The 
amounts contributed by each source are 
shown in that table, and the values are 
f.o.b. point of production or import and 
hence include no margins for marketing 
agencies nor the full costs of transport- 
ing the goods in the process of marketing. 
(see Table I) 

Table II shows the proportion of these 
goods absorbed by industrial consumers. 
The method of computing the percent- 
age of manufactured goods intended for 
industrial use is identical with that used 
by the author and Dr. N. H. Engle for 
the construction of the flow chart ap- 
pearing in Volume II, Wholesale Dis- 
tribution, covering wholesale census data 
for 1929, except that 1935 statistics 
were used for purposes of Table II. 


TABLe I 


Value of Goods Marketed, by Sources: 1935 
Goods produced in factories 
Less interplant transfers, etc 


Goods produced in factories and sold 


Manufactured goods marketed 
Farm products (cash income) 
Products of mines and quarries 
Crude petroleum 
Products of forests 
Products of fishing 
Products of hunting and trapping 
Goods imported 


Value of goods marketed 
36 


Goods manufactured in wholesale and retail establishments (estimated) 


$43, 801,214,000 
5, 588,354,000 





$38 , 212,860,000 
917,693,000 





10,000,000 
2,038,905 ,000 





$53 ,627,770,000 
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Taste II 


Value of Goods Marketed to Industrial Consumers 


Goods Produced in Factories and Sold During the Year to Industrial Users:— 


Sales from factory. 


Sales through manufacturers’ « own 1 wholesale branches 


Sales by wholesalers 
Sales by agents and brokers..... 


Total (44.4% of goods produced in factories for distribution) 


Farm products (about 2 of total) 


Products of mines and quarries (all but $500,000,000 of coal sold for home consumption). . 


Crude petroleum (all) .. 
yf ee rere fe apien 
Products of fishing (75% of total). .............. 
Products of hunting md trapping 


Goods imported (about 50%)................ ; . ae 


Grand total..... 


seen (24.5% of $38,212, 860,000) 
eer (31.1% of $7,499,535 ,000) 


seeeee (34.9% 


$10,742,251,000 
2,332,355 ,000 
2, 523,464,000 
1,374, 264,000 


. (24. 970 of $10,134,396 ,000) 
0 Of $3,937,716,000) 
$16 ,972,334,000 
4,725,000,000 
3,150,000,000 
946 , 698 ,c00 
551,614,000 
157,500,000 
10,000,000 

I ,019,452,000 





$27,532, 598, 000 


Size of the Industrial Market, as a per cent of the value of all goods marketed 


Estimates for the other classes of goods 
destined for industrial consumption were 
made by the author and are, of course, 
subject to differences of opinion. An 
attempt has been made, however, to 
make these estimates only after careful 
study. (see Table II) 

The value of goods marketed in 1935 
to industrial consumers, as shown in 
Table II, was $27,532,598,000. This rep- 
resents §1.3% of the total value of goods 
marketed during the year. It compares 
with $43 billions sold to industrial users 
in 1929, approximating 51% of the value 
of goods then marketed. 

From the foregoing it would appear 
that the industrial market absorbs a 


ena an ($27, 532, 598 ,c00+ 


$53,627,770, aaa gt 37% 


little over one-half of all the goods mar- 
keted and the inference is often drawn 
that the industrial market is relatively 
more important than the consumer 
market. That this is far from the truth 
is shown in Tables III and IV where 
a second method of measuring the mag- 
nitude of the industrial market is re- 
sorted to. This method is premised on 
the volume of transactions rather than 
the value of goods. 

According to Table III, total sales to 
industrial users during 1935 amounted 
to $30,699,936,000. This amount is 
greater than the total shown in Table 
II, because it includes the margins of 
marketing agencies and the costs of 


Taste III 


Size of the Industrial Market, Measured by the Volume of Transactions: 1935 


Sales to industrial users: 
By manufacturers. ...... 


$10, 742,251,000 


By wholesale establishments ($10,402, 87 3, 000 less industrial sales of coal, farm pre oducts, 


and certain farm supplies)......... 


By wholesale establishments (farm products, coal and coke, etc. ).. 


Farm products sold by farmers.......... 


Products of mines and quarries sold by producers re 


Crude petroleum. - 
Products of forests.................. 


Ss cn cindeeeesievoksbeesues 
Products of hunting and trapping........... 


7,797,589,000 
2,615,284,000 
4,725 ,000,000 
3,150,000,000 
946 ,698 ,o00 
$51,614,000 
157,500,000 
10,000,000 





#30, 699, 936, 000 
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TaBLe IV 


Total Volume of Marketing Transactions: 1935 
Sales by manufacturers 
Sales by wholesale establishments 
Sales by retail establishments 
Sales by farmers 
Sales by producers of mine and quarry products 
Sales of crude petroleum 
Sales of products of forests 


RSP ee ee ee eee $38 , 212,860,000 


42,802,913 ,000 
33,011, 406,000 





eee re $126, 485,491,000 





Size of the Industrial Market, as a per cent of the total volume of transactions in connection with all goods marketed 


($30,699,936 ,000 + $126, 485,491,000) =24.3% 





transporting the goods after sale. But 
the total volume of trade during the 
year for both producers’ and consumers’ 
goods reached a figure of $126,485,491,- 
ooo. It is thus apparent that of the total 
volume of transactions, 24.3% of the 
volume consisted of business in indus- 
trial goods. (see Tables III and IV) 

The conclusion then must be that 
while as much as a little over one-half 
of the value of all goods marketed is 
sold to industrial users, it represents 
but a little less than one-fourth of the 
total volume of transactions. This wide 
divergence may be explained by several 
factors, as follows: 

1. Consumer goods go through more 

hands than is true of industrial 
goods. The latter are largely mar- 
keted directly from producer to 
industrial consumer. 
Because of the longer channel of 
distribution used for consumer 
goods, more margins are included 
in the volume of transactions for 
such goods. 


i 


3. Consumer goods usually go through 


retailers—the most expensive mid- 
dle-man in our marketing system. 
Few, if any, industrial goods are 
handled by retailers. 


. Consumer goods are _ usually 


branded and highly advertised. 
Other, and sometimes very elabor- 
ate services, are usually rendered in 
connection with the marketing of 
these goods. Consequently, added 
expenses are incurred in their mar- 
keting. 


. The longer and more varied chan- 


nels used in the distribution of con- 
sumer goods spell higher transpor- 
tation costs, all of which are in- 
cluded in the volume of transac- 
tions. 


. Finally, there is more duplication 
in the sale of consumer goods, 
where one middleman of a given 
type sells to another middleman of 
the same type. 




















PRICE VARIATIONS AMONG POUGHKEEPSIE 
GROCERS 


MABEL NEWCOMER anp MARGARET PERKINS 
Vassar College 


Epitor’s Norte: This study of prices in grocery stores 
adds to the slowly accumulating body of knowledge con- 
cerning the retail price structure—if such it can be called. 
The results of this particular investigation suggest an ab- 
sence of pattern in much of retail pricing. 


HERE ARE approximately 180 gro- 
‘Tow stores in Poughkeepsie, New 
York, serving a community of some 
50,000 people. In the past more than 
one-fourth of the grocery stores in this 
city have failed to survive their first 
year. Less than half have continued 
more than three years.' This high mor- 
tality suggests that there are more stores 
than can be supported by the available 
market, and raises the question of the 
extent of competition among them for 
customers, and the effect of such compe- 
tition on price policies. 

The object of this study was to deter- 
mine the variability of retail grocery 
prices. Ten commodities were selected 
for this purpose, five commodities of 
uniform grade, and five commodities of 
variable grade. In addition to prices, 
the investigators obtained information 
as to the extension of credit, provisions 
for free delivery, and use of salesmen 
rather than self-service, since these 
services presumably affect operating 
costs and account for product differen- 
tiation, both of which factors may be 
expected to influence prices. The inves- 
tigators were also asked to observe 
whether or not the store was combined 
with a residence, and the nature of the 
district in which the store was located, 
—factors which should affect rents. 

1R. G. Hutchinson, A. R. Hutchinson & M. New- 


comer, “‘A Study in Business Mortality,” American 
Economic Review, Sept. 1938, p. 502. 


Finally, the stores were classified as 
chain and independent in order to com- 
pare prices for large business enterprises 
and small. The information was collected 
within a period of less than a week by a 
class of students each member of which 
was assigned to a single store. One hun- 
dred and seventy stores were canvassed 
(all but ten of those known to exist in 
the community). Of these, one refused 
to supply the information and one was 
going out of business and did not have 
the commodities listed. For the remain- 
ing 168 stores, the prices of all ten com- 
modities were obtained from the 18 chain 
stores, and from all the 150 independents 
that carried them. The number of price 
quotations varies from 141 for prunes to 
168 for bread and sugar. 

Special sales were noted, but they 
were not responsible for any important 
price variations in the ten commodities 
studied, except for bread. Of the 12 
stores that deviated from the price of 
10 cents for a 20 ounce loaf, fixed by a 
local bakers’ agreement, several were 
featuring bread in special sales. Owing 
to the short space of time within which 
the data were gathered it is believed that 
differences in time were not an impor- 
tant factor in price variations. 

The median prices for the different 
commodities are given in Table I for 
chain stores and independents separately 
The range of prices is given in Table II. 

Table I shows that chain store prices 
are, in general, lower than the prices of 
independent stores. This is to be ex- 
pected, both because the chain stores 
are operating on a larger scale and be- 
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TaBLe I. Mep1An Prices ror TEN CommopiTIEs (IN CENTS) 





| | Ratio of Independent 








Commodities of: 18 Chain | 150 Independent Total, 168 See Bilin te 
Shores Stores Stores Chain Store Median 

Uniform quality® 

Bread 10 10 10 100 

Corn flakes 74 8 8 107 

Soup 7% 9 83 120 

Flour 25 27 27 108 

Soap 43 5 | 5 111 
Variable quality” 

Butter 34 | 35 | 35 103 

Eggs 44 45 45 | 102 

Potatoes 28 29 29 104 

Sugar 5 6 6 120 

Prunes 10 10 10 100 





® The exact commodities are: 20 02. loaf of white bread (brand not specified); Kellogg’s corn flakes, 8 oz. pkge.; 
Campbell’s tomato soup, one can; Pillsbury’s flour, 5 lbs.; Kirkman’s soap, one bar. Where prices were lower for 
quantity, e.g. three cans of soup for 25¢, the lower price was used. 

b The units for which prices are quoted are: one lb. of print butter; one doz. eggs; one peck of potatoes; one lb. of 
granulated sugar; one lb. of dried prunes. No brands were specified. Where more than one grade was carried the 
price quotation is for the best grade. If lower prices were quoted for quantity, e.g., two pounds of prunes for 25¢ 
the lower price was used. The prices for both sugar and prunes are sometimes for a package commodity and some- 
times for bulk. 


cause they offer fewer services.” The dif- 
ferences in price vary with the different 
commodities, but the differences in 
chain store and independent prices are 


2 Thirteen of the 18 chain stores were “cash and 
carry.” Ten had self-service. In contrast, only 41 per 
cent of the independents gave no credit and only 30 
per cent failed to provide delivery None had self-service. 


Highest Price 


= 
| 
lr 








Lowest Price 


no greater for the commodities of vari- 
able quality than for those of uniform 
quality. 

The variation from store to store is 
shown in Table II. The wide variation 
in prices for all commodities for the 
chain stores is surprising, in view of the 
relatively small number of stores. The 


TaBLe I]. Variations IN Prices ror TEN ComMMopDITIEs (IN CENTS) 


Ratio of High to Low 


Commodities of: ? 150 inde- , 150 inde- . | 1450 inde. : . 
of 18 chain d | £8 chain J 2 | 8 chain | - : Total, 168 
| pendent | pendent | | pendent 
} Stores } stares | stores stores Stores somes stores 
| } S J stores 
TE are caro: ccc: mee ee pees maa ae ae Vena 
Uniform quality 
Bread 10 10 63 9 154 143 1S4 
. | 
Corn flakes 10 10 | 64 | 6 154 167 167 
= | 
Soup 83 12 | 63 | 6s 131 185 185 
Flour 31 | 39 25 19 24 205 205 
Soap ; is 2 3 3 125 233 233 
Variable quality =| | 
Butter 36 3 | 30 26 120 165 165 
Eggs SI | 55 | 34 31 | 10 | 177 | 497 
Potatoes 2 | 40 | 33 20 | 126 200 +~2~«+|~CSs( 200 
Sugar | 74 9 4 43 | 188 2 225 
Prunes 15 18 6 7 250 259 300 
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even wider variation among the inde- 
pendents is less surprising. The lowest 
price, as well as the highest, is more 
often than not found in the independent 
store. 

It was hardly to be expected that the 
price range for commodities of uniform 
grade would be almost as great as that 
for commodities of variable grade, but 
this was found to be true. All the four 
branded commodities differed in price 
more than butter; and the price of Kirk- 
man’s soap differed more than the prices 
of any of the variable commodities ex- 
cepting prunes. Moreover, the least 
variable of the commodities of variable 
grade—sugar—has a wider range in 
price than such commodities as butter, 
eggs, and potatoes. This raises the ques- 
tion whether there was, in fact, much 
variation in the “best grade”’ carried 
from store to store, and to what extent 
the widely advertised brands of goods 
are being used as “leaders” just because 
there can be no question of their quality. 

Turning from the individual com- 
modities to the individual stores, each 
store was rated on its pricing of each 
commodity by the simple method of 
dividing the price by the median price 
for that commodity for all stores. These 
ratios were then totalled, both for the 
five uniform commodities and for the 


TaBLe III. Price Ratincs ror CHAIN STORES AND 
INDEPENDENT STORES 


| 


| High | Median| Low 
| 





For five uniform commodities:| 


| 
| 
Chain stores | 103 92 83 


Independent stores 118 102 83 
For ten commodities: 

Chain stores 101 93 87 

Independent stores 118 IOI 87 





| 





entire ten commodities, and each total 
divided by the number of commodities, 
so that a store with prices equal to the 


median for all commodities would be 
rated 100. The results are given in 


Table ITI. 


TaBLe IV, AvERAGE Prices IN INDEPENDENT STORES 
CLASSIFIED ACCORDING TO TYPE OF SERVICE OFFERED 


Credit 


Credit 


Cash | Cash 
and and and and 
no Free\| Free 


| no Free | Free 
Delivery| Delivery Delivery | Delivery 


| — -_ 








Number of stores 26 35 19 70 
Median price of 5 
commodities of 








uniform grade 103 Iol | 103 101 
. . | 
Median price of 








10 commodities | 103 102 | 103 102 








It is apparent from this table that the 
lowest-price independent store has prices 
as low as the lowest-price chain, but that 
the highest-price independent is much 
higher chan the highest-price chain; and 
that the chain stores, on the average, 
were underselling the independents, for 
the commodities selected, by 8 to 10 
per cent. 

To ascertain the relation of prices to 
length of life, the 25 independents with 
the highest average prices and the 25 
with the lowest average prices were 
traced back ten years. It was found that 
16 of the 25 with lowest prices were in 
existence ten years ago as compared with 
only 10 of the 25 with highest prices. 
This suggests that low prices indicate 
efficient organization rather than cut- 
throat competition. 

In an attempt to determine the effect 
of service costs on prices, the 150 inde- 
pendent stores were classified on the 
basis of the services offered, and the 
median prices found for the different 
groups. The results are given in Table IV. 

The differences in price for the differ- 
ent groups are too small to give conclu- 
sive evidence of the relation of prices to 
service costs, but the slight differential 
is in favor of the stores giving the most 
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service. That is, the average prices are 
lower for the stores providing credit and 
free delivery than for the stores that 
neither extend credit nor deliver. 


TaBLe V. Comparison oF Prices OF INDEPENDENT 
Grocers CLAssIFIED AccorDING TO Type oF DistrIcT 








Median Price of 











Number 
District of Commodities of 
Stores Uniform Quality 
Central business 4 105.0 
Outskirts of business 45 101.6 
Total business 52 101.8 
Poor residence 74 102.6 
Wealthy and middle 
class residence 24 100.4 
98 100.8 














Independent stores were also classified 
according to whether the store was com- 
bined with a residence or whether it was 
in a separate building. The stores com- 
bined with residences are not in all cases 
“parlor groceries,” but the rents are pre- 
sumably lower when the business and 
residence are combined. Very little dif- 
ference was found in prices for these two 
groups, but the slight differential favored 
the 41 separate establishments. The 
combined median price for five com- 
modities of uniform grade was one- 
tenth of one per cent lower, and the 
combined median price for ten com- 
modities was two-tenths of one per cent 
lower, for these than for the Iog that 
combined residence and store. 

When the stores were reclassified ac- 
cording to location, the stores in the 
central business district were found to 
have higher prices than the stores in 
the outskirts of the business district. 
The stores in the business district as a 
whole also have slightly higher prices 
than those in the residence districts. 
When, however, prices in the poorer 
residence districts are compared with 
prices in the wealthy and middle class 


districts, the higher prices are found in 
the poorer districts. The differences are 
given in Table V. 

The stores in the poorer districts are 
mostly small stores selling in small 
quantities, often on a cash and carry 
basis. Rents should be relatively low, 
and the fact that the family often sup- 
plies all of the labor, together with the 
frequent lack of delivery service and 
credit, should keep costs comparatively 
low. Being small, however, they are 
probably at a disadvantage in the prices 
they pay to wholesalers, a factor that 
may easily outweigh all the others in 
keeping costs high. 

The stores in comparatively poor 
neighborhoods may be able to charge 
more than those in other districts be- 
cause they are in less direct competition 
with the chain stores than those in the 
wealthier districts. Only one of the 18 
chain stores is located within a reason- 
able walking distance of the poorer sec- 
tions of the city; and the fact that most 
of the residents of this district do not 
have cars limits the area within which 
they can trade. Prices are not uniformly 
high, however, and the close proximity 
of these small independents to one an- 
other should introduce a substantial ele- 
ment of competition. 

Nevertheless, price variations are 
very wide, from one store to the next, 
not only in this section of the city, but 
also in the better class districts, where 
most of the residents have cars, and are 
not far from chain stores. 

To cite an instance of this fact, two 
small neighborhood stores were found, 
just one block apart, catering to families 
of moderate income. To the casual ob- 
server there is little to choose between 
the stores. Both give credit, and deliver 
without charge. Both carry much the 
same stock. One would expect to find 
them in active competition, but their 
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prices do not reveal it. For only two of 
the ten commodities listed were the 
prices the same in both stores. Six 
prices were higher, by from 3 to 20 per 
cent, in one store than in the other. Two 
prices were lower. The average price 
for the five commodities of uniform 
grade was 11 per cent higher in the store 
with the larger number of high prices 
than in the other. 

The store with the higher prices had 
the larger number of customers at the 
time that the stores were visited. It has 
a brightly painted and impressive front 
whereas its neighbor is a modest, rather 
drab “parlor grocery.” But the “front” 
seems not to be backed up by a larger 
and more varied stock of goods; and it 
has what would appear to be the disad- 
vantage of being one block nearer two 
large and flourishing chain stores, both 
of which are within easy walking dis- 
tance of the neighborhood. The prices 
of both independent stores are higher 
than those of the nearest chain store by 
10 and 22 percent, respectively, for com- 
modities of uniform grade. Thechain 
store undersells the higher-price inde- 
pendent on 8 of the 10 commodities.Its 
prices are the same on the other two. 

Both these stores have been in exist- 
ence, and apparently have prospered, 
for some time. The one with lower prices 
has been run by its present owner for 
five years. Only about one-third of 
Poughkeepsie’s grocery ‘stores have, in 
the past, lived as long as this. The one 
with the higher prices has been in exist- 
ence nine years. Only one-fourth of 
Poughkeepsie’s grocery stores have sur- 
vived to their tenth year. All this points 
to such substantial product differen- 
tiation as to permit important and con- 
tinuous price differentials for stores side 
by side. 

Even within the stores there seems to 
be little uniformity in price policy. The 


high-price stores do not have uniformly 
high prices. No store was charging con- 
sistently either more or less than the 
average price for all ten commodities. 
Only eleven per cent of the 168 stores 
quoted all ten prices at or above the 
average; and only 15 per cent quoted 
them all at or below the average. The 
remaining 74 per cent listed some prices 
above and some below. The spread 
within a single store was very large. One 
store was selling one commodity at 70 
per cent of the average price and another 
at 150 per cent of the average price. 
Several other stores had variations al- 
most as wide. This, of course, increases 
the buyer’s difficulty in selecting the 
store that will serve him best, and prob- 
ably makes it possible for some of the 
higher-price stores to survive. 

The conclusions from this evidence 
seem to point to the fact that prices 
bear little relation to costs for special 
services, since the “cash and carry” 
independents tend to have higher prices 
than those providing credit and free 
delivery. Furthermore, prices bear no 
close relation to rents. Except for the 
seven stores in the central business dis- 
trict, prices tend to be lower in the stores 
that presumably have higher rents. Fur- 
ther, prices bear little relation to the 
buying power of the customers, since 
prices tend to be higher in the poorer 
districts than in the better residential 
districts. 

Prices are related to size. The chain 
stores have materially lower prices than 
the independents, and those independ- 
ents maintaining a delivery service and 
granting credit freely have both lower 
prices and a larger trade than the cash 
and carry group. The lower-price stores 
have, on the whole, the longer history. 
Low prices are probably the result of 
efficiency, and both are evidently re- 
lated to size. 
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Prices are apparently determined by 
chance to a large extent. The differences 
in price found in grocery stores side by 
side and offering much the same services 
point to this conclusion. So, also, do the 
wide variations from the average for the 
prices of different commodities within a 
single store. Certainly prices are not 
closely controlled by those factors in 


cost that this study has considered. The 
wide differences in prices are made pos- 
sible by the fact that there is no “mar- 
ket” in this retail trade. Limitations are 
set by the buyers’ lack of information, 
by inadequate transportation facilities, 
and by buying habits set up on the basis 
of convenience and personal tastes which 
we could not measure. 














MARKET SAMPLING 


E. DILLON SMITH 


ARKET SAMPLING is really a short 
M. cut to the problem of gauging con- 
sumer preference or public opinion. 
Some may say that ‘‘2,000,000 opinions 
make a fact.” But why get so many 
opinions when a conservative sample of 
many less would be more economical and 
be equally or possibly more accurate in 
determining the desired information? 
Even though the factors of the market 
are very complex and overlapping, large 
sampling is not justified. This paper will 
present a method of determining sample 
size for any desired accuracy of results, 
with examples and explanations. 


DETERMINING SAMPLE SIZE 


Obviously, then, a major problem in 
market research is the determination of 
the best sample size. The solution to this 
problem is given in the form of two 
tables, the highly significant or 1 per 
cent and the significant or 5 per cent 
tables. In other words, the tables are 
designed to give a chance of 100 to I 
and 20 to 1, respectively, that the sample 
truly represents the population from 
which it was drawn, provided the sample 
is in fact representative of its population 
or universe.” Thus, financially speaking, 
samples in excess of the size determined 
from these tables are unwarranted for 
market research purposes. 

These tables are only for use with the 
most common type of market data, 
testing of attributes and not variables; 

1 Time, 32-20: 68. 

This simply means that, when sampling human 
populations in the case of market research, the collected 
sample must be representative of the universe in the 
same ratio as each constituent is to the whole. In other 
words, the market sample is to be divided geographi- 
cally, occupationally, economically, sexually, racially, 


religiously, and so on as the specific case might require, 
and as in fact the total population is divided. 


that is, the given sampled characteristic 
is noted merely by its presence or ab- 
sence, expressed either as the number 
of favorable preferences or responses for 
one of several items or as a ratio of a 
given choice to all possible choices. For 
these types of market analyses the most 
economic sample size 7, as given in the 
tables, was obtained indirectly from the 
binomial theorem; that is, sample size 
n= (t*pq)/e?, where p is the proportion of 
desired answers, g is the proportion of 
all other answers, e is the total percent- 
age error or accuracy to be allowed in the 
proportion of desired answers, and ¢ is 
the standard deviate multiplier for any 
level of probability: this is also the no- 
tation used in the two tables.® 


Use or SAMPLING TABLES 


There are at least six principal ways 
in which the 1 and § per cent tables of 
sample size can be used: (1) To deter- 
mine the accuracy of results to be ex- 
pected from a proposed market research 
investigation, or the accuracy of results 
already secured; (2) To determine the 
sample size or number of interviews re- 
quired for investigations of a certain ac- 
curacy or error and given response or 
consumer preference; (3) To determine 
the most economic sample size for cer- 


3 The mean of the binomial, p+¢=1, is mp, where the 
standard deviation s=(npg)'/?. However, s can be ex- 
pressed as a percentage of m by writing s’=s/n 
= (pq/n)*!?, The probability of any event falling within 
the range +¢ about the mean of the distribution 
(p+q)" is easily determined; or, given the chance that 
the data falls within certain limits about the mean the 
sample size is computed for a known error: i.e., ” 
= (s*p¢)/(ts’=(fp¢)/e. Thus, given the producer's 
sampling risk, as determined by ¢, a representative 
sample of size m can be secured for different known 
levels of accuracy or error. For the 1 per cent table 
t= 2.5758,2930; for the 5 per cent table ¢= 1.9599,6398. 
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tain results based upon a preliminary 
market survey; (4) To determine 
whether there is a_ real difference 
between several unlimited consumer 
choices; (5) To determine the validity 
of differences between choices when the 
selection is limited; and (6) To deter- 
mine the secular difference in consumer 
preference for temporal market studies.‘ 
Each of these six cases will be illustrated 
with a suitable example. 


ILLUSTRATIONS 


Example 7. It was recently claimed to 
an industrialist that, with a favorable 
product response of 35 per cent of a 
certain geographical area, a sample of 
only 604 individuals properly selected 
at random would yield highly significant 
results. The market analyst further 
stated that he was certain that the 
actual product response would not be 
below 30 or above 40 per cent. Were 
these statements justified? From the 
table of the highly significant sample 
size under the column headed by the 
probability p, 35 per cent, the sample 
size of 604 was established. Opposite 
this latter figure the per cent error was 
found to be +5: this justified the claim 
to the client. If, however, the client was 
to be satisfied with smaller odds in his 
favor (where 20 to I are certainly high 
enough for most types of problems) the 

‘Other market research examples and sampling 
tables have been published. Among others, there are 
those of H. C. Link and T. H. Brown. Dr. Link (How 
Many Interviews are Necessary for Results of a Certain 
Accuracy, 7. Appl. Psych., 1937, 21: 1-17.) has tabled 
the value of unit standard deviation for various values 
of percentage choice versus sample size. Mr. Brown 
(The Use of Statistical Techniques in Certain Prob- 
lems of Market Research. Harvard University, Division 
of Business Research, Study No. 12, 1935.) has given 
one table similar to those here presented, but his table 
is based on ¢= 3, or on an uneconomically and unprac- 
tically high sampling risk of nearly 370 to 1; not only 
does the present paper give, among other things, sam- 
pling tables with practical risks of 20 and 100 to 1 but 


it gives simpler methods for testing the significance of 
the difference between items than heretofore given. 


analyst could have supplied results of 
the same accuracy with a sample of 
only 350, as shown in the table of signifi- 
cant sample size. 

Example 2. In the course of the con- 
versation with a manufacturing execu- 
tive it was learned that sales to 4 per 
cent of a certain trade area would return 
a reasonable profit, but sales of slightly 
less than 3.5 per cent in this area would 
little more than break even on the prod- 
uct being considered. Since, in a market 
research program, part of the cost de- 
pends on the size of the sample, it was 
then required to know what sample size 
was needed to be reasonably certain that 
this executive should proceed with the 
production of his new product. Now the 
conversation clearly showed an allow- 
able profit margin of 0.5 per cent; this 
was obviously the percentage error in 
this proposed research program. Under 
the column headed by the probability 
4, and in the row with a per cent error 
of o.5 for the table of significant sample 
size, the required sample of 5,900 was 
indicated as necessary to prove the valid- 
ity of the above assumptions. 

Example 3. In the execution of the pro- 
gram presented in example 2, the first 
500 replies showed that over § per cent 
of the people tried to purchase the pro- 
posed product. The significant table 
showed that for a probability of 5 per 
cent and a sample size of 500 the per 
cent error was less than 2. This indi- 
cated that the proposed product would 
probably break even, and that the execu- 
tive should proceed with his tooling and 
production plans. To guarantee that the 
desired profit would be realized on the 
new item, and to save money on the 
market survey as a result of the first 500 
returns, the significant table showed that 
a sample size of 1825 was required for a 
probability of 5 per cent and an error 
of 1 per cent. 














THE FOURNAL OF MARKETING 


47 











Example 4. An airline survey, with a 
sample of 486, showed the results given 
in column 1 below: 


(7) (2) (3) (4) 








firline Airline Individ- Pooled Highly 
traveling ual error significant 
Preference error - rence? 
American 24.7% 5.0% -- — 
United 22. 4.9 7.0% no 
TWiki 19.8 4.6 6.8 no 
Eastern 7-4 2.5 5.6 yes 
Branifft 6.8 2.9 4.2 no 
Northwest 6.8 2.9 4.2 no 
Pa.-Central 24 2.4 4.9 no 


Others 8.0 — — 


The problem was to determine whether 
or not there was a highly significant 
difference between the choice of airlines. 
In this type of analysis it was assumed 
that the choice was unlimited, without 
correlation. From the highly significant 
table the individual per cent errors were 
determined, as listed in column 2. But 
the individual errors were not satisfac- 
tory for deciding whether the observed 
percentage difference between two air- 
lines was significant. To test this differ- 
ence, the variances must be pooled, as 
given by the pe 
= = 5; 24 Se 2 

and the nein root extracted to deter- 
mine the percentage pooled error or 
standard deviation of a difference, sj, 
as shown in column 3. For example, the 
pooled error for United and T.W.A. was 

53°=4.9°+4.6?=24.0+21.6=45.6 

53 =6.8 
The observed difference between United 
and T.W.A. was 3 per cent. Since the 
percentage pooled error, as given by the 
figure 6.8, was larger than the observed 
difference it was obviously concluded 
that there was no highly significant dif- 
ference. Column 4 interprets the per- 
centage difference for all airlines, in 
order of successive pairs. 

In a problem of this type it is often 


necessary to know exactly which items 
show a real difference from all others. 
For example, was there a highly signifi- 
cant difference between American and 
T.W.A.? No, because the percentage 
pooled error was 6.9 which was greater 
than the difference between 24.7 and 
19.8; there was no significant difference 
either, where the error for this level of 
probability was 5.2 per cent. 

Example 5. In determining automo- 
tive passenger car tire replacement pre- 
ferences, a market sample of 250 gave 
the results listed in column 1 below: 





(7) (2) ( Py 4) 
, ah! Individual Correlated Significant 
Tire Choice ; 
error error _ difference? 
A 37% 6.0% —_ _ 
B 31 £9 10.2% no 
Cc 23 5.2 9.0 no 
D 9 3.6 6.8 yes 





The problem was to determine the con- 
sumer preference for replacement tires 
in one city, where the tire choice was 
limited. This means that if one tire was 
bought, another sale would be lost; thus 
there was a unit negative correlation be- 
tween tire makes. As in the previous ex- 
ample, but from the significant table this 
time, the individual per cent errors were 
computed as shown in column 2. From 
the equation 
$47 =51?+52?+2(2p1 po)/n 
the square root was extracted to deter- 
mine the correlated standard deviation 
of a difference or correlated per cent 
error, as given in column 3. The 1 and 
5 per cent values for / are 6.6348,9504 
and 3.8414,5888, respectively. For ex- 
ample, the correlated error for 4 and B 
was calculated as 
‘ (2)(37)(31) 
s'*=6.0?+ §.77+ 3.84. ———_—_———_ 





250 
= 35.94+-32-9435.3 = 104.1 


54 =10.2. 
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The statistic of 10.2 per cent error was 
greater than the percentage difference of 
6 between tires 4 and B. It can therefore 
be concluded that there was not a signifi- 
cant difference between these two prod- 
ucts. The interpretation of the percent- 
age difference for the tires in this survey 
is given in column 4 (in successive pairs 
of AB, BC, and CD). 

Example 6. In the secular sampling 
of consumer preference or public opinion 
the significance of the temporal change 
should be determined. A recent monthly 
market survey based on consumer pref- 
erence samples of 3,000 gave the results 
listed in column 1 below: 





(7) (2) 


(3) 





Month Consumer Individual Pooled Significant 
preference error error _ difference? 
I 1.5% 437% _ _ 
2 2.0 -50 .66% no 
3 2.1 51 Re | no 
4 2.9 .60 -79 yes 





The problem was to find out if the adver- 
tising media were significantly motivat- 
ing the consumer to purchase a certain 
product. This problem was solved by 
discovering from the significant table the 
individual monthly percentage error, as 
listed in column 2, and then computing 
the uncorrelated pooled error as shown 
in column 3. This pooled error was then 
compared with the monthly percentage 
difference in consumer preferences. Ob- 
viously, no significant change was re- 
corded until the fourth month, as listed 
in column 4. It is therefore important to 


note that as the proportion of desired 
answers increases, for a given sample 
size, the difference between months must 
progressively increase to yield a signifi- 
cant temporal tendency. 


CONCLUSION 


In presenting a method for determin- 
ing sample size, together with certain 
analyses of data, no treatment of the re- 
liability of the market research data, 
and the nature and wording of the sur- 
vey has been attempted. Unfortunately 
these matters are not within the scope 
of the present paper, but naturally they 
would be carefully considered by any 
fully competent market analyst. 

Both the executive and the analyst 
must not lose sight of the primary pur- 
pose of the market survey; the real infor- 
mation desired is the influence of the 
media or product being investigated 
upon actual public opinion or consumer 
buying habits. But in this matter the 
influence of the factor under investiga- 
tion must not be confused with all other 
factors contributing to the motivation 
of the consumer to buy one product 
over another. That is, the opportunity 
for consumer motivation presented by 
the potential coverage of the media or 
product being considered, as it might 
influence public opinion or buying habits 
of the consumer, must be used to the 
fullest extent; the success of the pub- 
licity or sales venture is then tested by 
at least one or more of the methods of 
market research herein presented. 











MARKETING ORGANIZATION FOR 
FRESH LIMES 


PAUL F. COE 


Eprror’s Note: This article gives a factual description 
of the organization that has been developed for handling a 
fresh fruit, much of the supply of which is of foreign origin. 

EFORE the birth of this nation, fresh 

limes! had successfully made their 
bid for a place in the business world. 
Doubtless, this early entrance should be 
attributed to their undeserved fame in 
providing antiscorbutic factor. However 
it is highly probable that the present 
popularity of limes derives from a palat- 
able flavor rather than from health giv- 
ing qualities, since experiments costly in 
human life have demonstrated their in- 
feriority in this respect. Despite the fact 
that limes were introduced into trade 
long ago, rapid growth in their popu- 
larity has evolved only during recent 
decades. As a result, limes have appro- 
priated rather completely certain of the 
conventional produce marketing chan- 
nels. But to the extent that established 
organizations and marketing methods 
failed to prove adequate, adaptations 
and new organizations were developed. 
It is the purpose of this article to ac- 
quaint the reader with these various 
agents now employed in the marketing 
of limes. 


GROWER 


Obviously, direct sale by the domestic 
grower to the ultimate consumer pro- 
vides the shortest possible market chan- 
nel through which limes can pass. This 
is exemplified where the grower peddles 
his limes from house to house, where the 
consumer goes to the grower, or where 
the grower ships limes via parcel post to 
_ | Marketing of pickled limes, raw lime juice, lime 
Juice cordial, concentrated lime juice, citrate of lime, 


and ecuelled or distilled lime oil is not discussed here 
because of their unimportance relative to fresh limes. 


the consumer. However, only a negligi- 
ble part of the total lime crop is market- 
ed in this manner. This is because of lim- 
itations prescribed by demand creation, 
storage problems, transportation, grad- 
ing, irregularity of production and of 
sale, lack of suitable accounting and 
other recording techniques, specializa- 
tion and large scale production, high 
perishability, unprofitably small sales, 
and climatic restrictions in growing. In 
fact, while in the United States limes for 
market are grown in Florida, California, 
and Texas, in order of their importance, 
Florida produces the bulk of the domes- 
tic crop. Therefore, territorial limita- 
tions make it clearly evident that this 
direct trade channel can never attain 
significant heights. 

Sometimes the grower sells to the re- 
tailer who in turn sells to the consumer. 
This is occasioned by the grower’s selling 
his limes to a local or distant fruit store, 
a retail fruit market, an independent or 
chain grocery unit, a druggist, a confec- 
tionery, a hotel, a restaurant, a tavern, 
a night club, a peddler, to some extent a 
department store, or a five and ten cent 
store, or even a scalper.? Actually, while 
these several retailer avenues are open 
to the grower, he enlists only a scattered 
few. Here the credit problems are slight- 
ly bigger, if less numerous than with the 
direct method; and the orders are still 
burdensomely small. Indeed, nearly all 
of the direct marketing difficulties per- 
sist here. 

Since specialization has invaded the 
field of marketing as it has that of pro- 


2 A scalper is a truck retailer who purchases on the 
curbside fruit market the produce of a farmer, and 
from this market sells to the retail trade. 
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duction, the distribution of limes cus- 
tomarily requires a more complex 
marketing route than that designated in 
the preceding paragraphs. Moreover, in- 
sufficient market news concerning crop 
conditions, market conditions, cropmove- 
ments, inadequate price quoting sys- 
tems, and lack of uniformity of methods, 
customs, grades, packages, and trade 
terms lend to the impracticability of a 
grower’s marketing his limes. Therefore, 
the grower focuses his attention on actu- 
al production, and leaves the marketing 
of his limes to others. Several choices are 
open to the grower. The most popular is 
the f.o.b. sale to a wholesaler, a special- 
ty lime packer, or a jobber, or the con- 
signment to a commission merchant or 
a speciality lime packer. While quanti- 
tative data are lacking, it is estimated 
that the majority of domestic limes are 
marketed in this manner. In the event 
the domestic grower chooses a more com- 
plex marketing pattern, there is added a 
broker. Presumably, there is also the 
growers’ cooperative association. Actu- 
ally, there is but one in this country; 
and it functions rather ineffectively in 
Florida. 

Limes grown in foreign countries® 
normally pass through the hands of one 
more middleman—the broker or import- 
er—than do those grown in this country. 
Since the foreign grower experiences no 
little difficulty in establishing suitable 
connections with wholesalers, specialty 
lime packers, or commission houses in 
this country, a much larger proportion 
of his fruit is charged to the broker’s 
care. Most foreign grown limes are sold 
f.o.b. growing country, sight draft, bill 
of lading attached. Lime prices run fairly 
uniform among the different growers 
producing a given variety. The majority 

*The component parts of the United States lime 


supply are approximately 60 per cent Mexican, 30 
per cent West Indies, and 10 per cent domestic. 


of limes for United States markets arrive 
by boat from growers in the West Indies 
and in Mexico; but an important propor- 
tion arrives by rail from Mexico. Grow- 
ers’ cooperatives are little more effective 
in foreign countries than in the United 
States. Those in Mexico have progressed 
further than others. 

From one standpoint, the United 
States Government may be regarded as 
another marketing agent for foreign 
grown limes, since it imposes a tariff bar- 
rier on limes. Certainly this duty is a 
direct marketing cost to the foreign 
grower. However, the duty of two cents 
a pound is considered quite essential be- 
cause limes produced in this country are 
cultivated, whereas those produced in 
foreign countries often are grown in a 
semi-wild state, and at lower land and 
labor costs. 


BROKER 


The broker acts as an intermediary 
between the foreign or domestic grower 
and a number of middlemen. He re- 
ceives quotations, presents them to his 
principal, and reports acceptance or 
counter offers to the bidder for confirma- 
tion or rejection. By way of definition, 
then, it may be said that the broker is in 
effect a commission merchant who does 
not control the goods he represents. In 
the normal course of events, the buying 
broker may travel to shipping points as 
the agent of a large city distributor to 
purchase or to contract for consignments 
of other produce items as well as limes. 
In contrast, the selling broker is a resi- 
dent broker who represents the grower. 
But either may be resident or traveling, 
independent or affiliated. Decidedly the 
most important is the independent resi- 
dent broker—or importer. The broker 
category may be broadened to include 
also the buyer’s representative, the so- 
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licitor, the cash buyer,‘ and the shipper’s 
representative. Practically, all function 
identically in that they link the grower 
with the wholesaler, the specialty lime 
packer, or the commission merchant. 
The brokers’ basis of remuneration is 
usually a brokerage fee; but it may be a 
straight salary. In instances where it is 
the‘latter, he is not a broker in the tech- 
nical sense of the work. 


Propuce WHOLESALER 


Logical sequence in distribution di- 
rects limes next either to the wholesaler, 
the specialty lime packer, or the com- 
mission merchant.® These three types of 
organizations which with a few excep- 
tions perform equivalent functions— 
mainly assembly—may be located side 
by side in the large primary produce 
markets. The bulk of the lime crop 
moves through one or more of these 
three channels. While competition is 
keen among these and other lime middle- 
men, there is not the price haggling in 
the sale of limes that there is with most 
produce items. 

The lime wholesaler—or receiver— 
buys in large quantities for resale in 
smaller amounts to specialty lime pack- 
ers, to commission merchants, and to a 
lesser degree to other produce dealers. 
Commonly he purchases by the car-lot 
and sells not less than a box or a barrel.’ 

‘ Theoretically, the cash buyer is not a broker. But 
as far as the marketing of limes is concerned, he may 
be grouped with the broker. 

5 There is a tendency for a few of each type of middle- 
man to specialize in the marketing of limes. Therefore, 
limes would not go to just any wholesaler, commission 
merchant, etc., but to a selected few. 

6 The primary—or terminal—market is located in 
large cities which serve local dealers and smaller city— 
or secondary—markets. The entire gamut of middle- 
men is present in the primary market, while only jobbers 
and some commission merchants are found in the 
secondary market. 

7 Limes grown in the West Indies are marketed in 
barrels; those grown in Mexico and in the United 


States are marketed in boxes. Net weight of the former 
approximates 150 pounds, the latter 60. 


So it may be said that the wholesaler 
concentrates at the terminal markets, 
limes from the country shipping points. 
He does not sell to retailers or to ulti- 
mate consumers except in rare instances 
where they use large quantities. While 
the position of the wholesaler is a pre- 
carious one because of risks resulting 
from pronounced fluctuations in market 
price and from deterioration of fruit, his 
margin of profit remains much smaller 
than that of most other produce middle- 
men since he moves a large volume of 
limes. The wholesaler may enjoy a 
thriving business at the peak of the sea- 
son—a maximum period of June to De- 
cember; but hissales decline precipitously 
as the season wanes. He exists to help 
absorb fluctuations in the market supply 
of limes. By purchasing in large quanti- 
ties he reduces transportation costs. 
Growers like to ship the wholesaler, since 
he buys at a stipulated price and pays 
more promptly than does the commis- 
sion merchant. Since there are only a 
very few of these wholesalers, the total 
volume of limes they move is not as 
great as that of the specialty lime packer 
or the commission merchant. 

The sales agent and the missionary 
salesman exist in fact if not in name. 
They represent in the secondary market 
the primary market wholesaler, special- 
ty house, or commission merchant. The 
concerns with which they endeavor to 
place orders or cement ties are whole- 
salers, commission houses, jobbers,whole- 
sale independent or chain grocers, and 
even large retailers. Both of these agents 
are empowered to consummate sales for 
their principals. Generally, they are 
really floor salesmen who are sent into 
the field to do promotional work during 
oft-seasons. Moreover, unless they travel 
for a specialty lime packer, the limes are 
only one of several products these agents 
sell. 
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ComMISsION MERCHANT 


Perhaps paramount in the exhaustive 
array of lime middlemen stands the com- 
mission merchant. This outlet compels 
especial interest, since functionally it is 
probably the parent of the wholesaler, 
the specialty lime packer, the jobber, 
and the broker. Normally, the commis- 
sion merchant receives for sale in the 
terminal market less-than-car-lot or 
even car-lot shipments of limes belong- 
ing to growers. The commission mer- 
chant makes delivery to the primary or 
secondary market buyer, collects for the 
limes, deducts a commission of about 
ten per cent plus any expenses incurred 
for freight, express, or cartage, and, to- 
gether with an accounting remits the 
balance to the grower or other shipper. 
Sales are made in relatively small lots to 
specialty lime packers, to jobbers, to re- 
tailers, and to others. His primary service 
is to know the markets in which his cli- 
ents’ limes can be disposed of to best 
advantage. He assumes no risk, and 
therefore can even collect from the ship- 
per if any unavailable balance is due 
him on a transaction. Although the 
grower affords for the commission mer- 
chant the principal immediate source of 
domestic limes, it is not the only one. 
Shipments may also come from a broker 
or from a cooperative association. Of 
course, most of the foreign grown limes 
come through the broker. While a broker 
may intervene between the grower and 


the commission merchant, the latter’s- 


responsibility directly to the grower re- 
mains unchanged. By large volume pur- 
chasing at low prices, wholesalers may 
also consign limes to the commission 
merchant. Moreover, the specialty lime 
packer has a constant consignment of 
packaged limes on display at the com- 
mission house. This proves of mutual 
benefit, since it lends completeness to 


the fruits the commission merchant may 
offer his customers, and the package 
draws the attention of prospective cus- 
tomers. 

In recent years the quantity of limes 
consigned has decreased relatively. The 
reasons are legion. Perhaps foremost is 
the general state of disrepute into which 
the commission merchant has fallen. 
This retrogression is the product of im- 
proved marketing methods, pressure of 
growers and other shippers for outright 
sales, the willingness of other middlemen 
to buy outright from shippers, and the 
opportunity for fraud and sharp prac- 
tices. Moreover, the dealer is able to 
make a larger margin of profit if he buys 
outright; and the grower may be assured 
of a sum certain and of a sale consum- 
mated immediately. Attendant upon 
this weakened position of the commis- 
sion merchant is the conviction that the 
market to which a grower must consign 
is a poor one. Doubtless, this contention 
emerges from the grower’s practice of 
consigning his surplus stock of limes. 
Thus the largest quantities of limes are 
consigned to already glutted markets. 
The effect is so devastating that limes 
are not uncommonly sold at a figure be- 
low the shipping cost. At best, the re- 
turns are usually low. In behalf of the 
commission merchant’s_ integrity it 
should be stated that even in the face of 
a strong price the bottom may drop out 
of the market while the limes are in trans- 
it and thereby cause the grower to suf- 
fer unexpected losses—a fact which 
growers are disposed to overlook. 

Many nominal commission merchants 
actually also operate as jobbers or whole- 
salers. In fact, there is no sharp line of 
demarcation of functions or names 


among the numerous distributing agen- 
cies. Of course, when an outright pur- 
chase is made by a so called commission 
merchant, the middleman no longer per- 
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forms the function of a commission mer- 
chant, but of a wholesaler or a jobber. 
It is only when limes are handled on a 
commission basis that the middleman is 
truly a commission merchant. 


SPECIALTY LIME PACKER 


Another important segment of the 
lime marketing structure is the specialty 
lime packer. The one attribute which 
distinguishes the lime packer from other 
lime middlemen is the packaging func- 
tion which he performs. Probably this 
middleman would not have evolved were 
it not for the fact that packaged limes 
command a premium above the margin 
of cost added by time and material. 
While there are no standard market con- 
tainers, some sizes have become rather 
familiar to the trade. Most popular of 
these is a carton which accommodates 
twelve medium sized limes, although 
there are also cartons of twelve small 
and of twelve large limes, of six limes, of 
three very large limes, of fifty limes, and 
of a hundred limes. All of these are at- 
tractive display cartons; but the fifty 
and hundred sizes are also packed in 
plain shipping cartons. One reason for 
packaging these limes is that this affords 
the jobber a greater marketing conveni- 
ence. Since he has not the time to count 
or weigh bulk limes for small sales, the 
packaged limes simplify his problem. 
Also, by withholding light and air, the 
lime carton delays physical deterioration 
of the fruit. Moreover, the demand crea- 
tive power of limes is greatly strength- 
ened by the use of attractive cartons. 
Each lime packer has a particular brand 
name on his package for the purpose of 
reducing the risk of substitution. Some 
lime packers have both a standard full 
package and a “slack pack” which is 
used as a “fighting” brand to meet cheap 
competition. 

The lime packer may purchase direct- 


ly from the foreign or domestic grower. 
Customarily he buys limes f.o.b., despite 
the fact that he contracts for an occa- 
sional shipment “delivered” or “on 
track,” and rather frequently receives— 
seldom solicits—consignments. He oper- 
ates on a broader scope than any of the 
other middlemen. He may sell to his 
peer, the commission merchant; to his 
immediate subordinates, the store job- 
ber, the truck jobber, the chain or in- 
dependent wholesale grocer, and the 
bottling works; and to the druggist. 
Sales to commission houses and jobbers 
—both store and truck—embrace the 
major part of his business. Some special- 
ty lime packers operate as subsidiaries 
of, or off-shoots of, commission houses. 
Although the lime packer normally car- 
ries other produce items, the number is 
more limited than is the number carried 
by other middlemen. The lime packers 
are located in the large terminal markets. 

The basis of sale employed by the 
specialty lime packer varies considera- 
bly. Of necessity, limes packaged or 
loose are consigned to the commission 
house. The wholesaler and the jobber 
buy outright on the produce market 
terms. Wherever possible this credit 
basis is extended to most other custom- 
ers. A discount is practically never grant- 
ed regardless of the credit policy of the 
purchasing concern. If a customer per- 
sists in taking a discount, the lime pack- 
er and the other produce dealers either 
refuse to sell or raise the price enough to 
compensate for this differential. Most 
parcel post sales are c.o.d. or prepaid. 
Sales to other retailers are ordinarily on 
a net cash basis. 

Certain of the specialty lime packers 
enjoy a limited but lucrative mail order 
retailer business. These direct sales by 
the lime packer to the retailer via parcel 


§ In Chicago terms are net cash payable the Thursday 
following the calendar weekin which the purchaseis made. 
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post afford the retailer the advantage of 
fresh limes at low cost and at the same 
time give the lime packer a greater mar- 
gin of profit. Still, many limitations at- 
tend this method of marketing. Probaby 
foremost is the problem of building suit- 
able mailing lists. One common device 
engaged is that of buying druggist ros- 
ters. But even with a working roster, 
there is the expensive task of keeping 
these outlets informed as to price. Since 
price may vary with texture, size, shape, 
color, and variety of lime, and since a 
common descriptive language is gener- 
ally lacking, the difficulty of this job of 
price quoting assumes considerable mag- 
nitude. Further, there is the problem of 
ascertaining at what point between the 
wholesale and the jobbing figure the 
mail order price shall be fixed. Since 
added time and more costly material are 
necessary in packing for the retailer than 
for the wholesaler, it is obvious that 
some increment must be charged. More- 
over, the retailer is hesitant in ordering 
from a strange concern; and the lime 
packer is reluctant to ship goods to re- 
tailers except on a prepaid or a c.o.d. 
basis. The latter basis is costly for the 
lime packer, since a shipper’s product is 
sold to cover the cost of transportation 
in case of rejection by the retailer— 
which frequently happens with c.o.d. 
lime shipments to druggists. When credit 
is extended to the retailers, the bad debt 
account grows rapidly. Another short- 
coming is that better retailer budgeting 
is necessary for mail order purchases. 
The retailer must carry a larger inven- 
tory and must order in anticipation of 
his needs. Nevertheless, parcel post sales 
constitute an important but minor part 
of some lime packers’ aggregate sales. 


STORE JOBBER 


The store jobber is found in both the 
primary and the secondary market. As- 


sembling fruits and vegetables for re- 
tailers is the paramount duty of the job- 
ber. In some instances jobbers are called 
“retailers” since they sell chiefly to re- 
tailers! By definition the jobber buys 
“job” or odd lots to sell to retailers. 
Actually, the jobber avails himself of the 
most reasonably complete inventory 
possible, so that he may attract and hold 
retailers’ business. Of course, limes help 
to furnish variety to his stock of fruit. In 
order to secure limes which his trade de- 
mands, the jobber is in constant search 
of any source of supply that will provide 
him limes of proper quality and quantity 
at the lowest price. Therefore, during 
peak seasons, it is not uncommon for 
him to buy directly from the grower. 
When he buys from the grower he is ona 
par with the wholesaler, the specialty 
lime packer, and the commission mer- 
chant. But customarily the jobber buys 
his limes from a lime packer or from a 
commission house. Other houses on the 
produce market disparagingly refer to 
the jobber as a “second-hand man,” 
since the jobber usually purchases indi- 
rectly from shippers. The jobber both 
purchases and sells outright, although in 
rare instances the grower may through 
a misunderstanding consign limes to him 
on a commission basis. 
Truck JOBBER 

The truck jobber is closely related to 
the store jobber. In fact, a truck jobber 
should be thought of as a conventional 
jobber who takes his store to the cus- 
tomer instead of having the customer 
come to his place of business. In the 
sense that he always buys from other 
middlemen, he is more technically a job- 
ber than is the store jobber. He receives 
and extends credit, and in general con- 
ducts a business complete in every re- 
spect. It is the ambition of nearly every 
truck jobber to some day own a store. 
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MoveMENT OF LIMES FROM GrowWER TO UnirTED StaTEs CONSUMER 


Since he must compete with the store caption of truck jobber there is also the 
jobber, his prices must reflect market lime peddler who specializes in selling 
changes almost as delicately as do those limes, but may also offer his customers 
of other produce middlemen. Under the other citrus fruits. He is in fact a truck 
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jobber, although he is not favored with 
the distinction of the name. Instead, he 
is known as the “peddler.”’ There are two 
types of lime peddlers. One is the special- 
ist who operates during the entire year. 
The other is the transient peddler. With 
the latter there is a high rate of turnover. 
Many enter in early summer and survive 
during the hot weather by reason of the 
large volume of limes they sell and of the 
spread between the price of small sales 
of limes and the cost of boxes or barrels. 
With the approach of fall the volume of 
sales declines below the point of econom- 
ic self sufficiency. Therefore, these en- 
trants withdraw. 


WHOLESALE GROCER 


The wholesale grocer—chain or inde- 
pendent—performs the same marketing 
job with limes that the jobber does. That 
is, he assembles the appropriate varieties 
and sizes for his trade. This is particu- 
larly true of the chain stores, for they 
operate subsidiaries known as commis- 
sion companies. These companies, by 
purchasing from commission merchants, 
wholesalers, and specialty lime packers, 
supply all of their individual units with 
limes. Few of the independent wholesale 
grocers serve their patrons in this fashion. 
The reason for this apparent neglect by 
the wholesale independent grocer is that 
the fruit jobber fills this gap. 


RETAILER 
Limes reach the ultimate consumer 


through any of several retail outlets. 
These retailers may be located in a small 
town, or in a downtown section, a neigh- 
borhood locality, or an outlying district 
of a large or small city. In order not to 
sacrifice accuracy and specificity it is 
probably advisable to indicate the source 
of supply of each particular lime retailer. 
But it must be admitted at the outset 
that a certain amount of deviation pre- 
vails. 

With the first group of retailers to be 
considered, limes are consumed at the 
retailer’s place of business. The drug- 
gist and the confectioner are served by 
the lime specialty truck jobber or by the 
specialty lime packer through parcel 
post orders. Incidentally, of all retailers 
these probably experience the severest 
seasonal fluctuations. The tavern and 
night club are sold by truck jobbers. 
The hotel and restaurant buy their sup- 
ply of limes from store jobbers or general 
or special truck jobbers. 

The second group of retailers sells 
limes to patrons for home use. The 
retail fruit store or market buys its limes 
from the jobber, store or truck. The 
chain store unit buys its limes from the 
chain store wholesaler. In contrast, the 
independent grocer buys from the jobber 
or the independent wholesale grocer. 
The huckster, who sells to ultimate con- 
sumers from his wagon, buys from store 
jobbers, specialty lime concerns, or com- 
mission merchants. 











A SURVEY OF CONSUMERS’ AND INDEPEND- 
ENT STORE OWNERS’ REACTIONS TO 
RECENT PRICE LEGISLATION 


LOUIS BADER 


New York University 


Epitor’s Note: Without doubt the results of Professor 
Bader’s survey of consumers’ and dealers’ reactions to 
recent price legislation will arouse wide interest. One 
aspect of the returns, perhaps, should be commented 
upon, viz., the large percentage of druggists indicated in 
Table III as being unfamiliar with the Fair Trade Laws, 
in view of the fact that such a large proportion of well- 
known drug products are under contract. Professor Bader 
writes that his figure may contain a margin of error because 
of “the confusion over the terms Feld-Crawford and 
Miller-Tydings ; the term Feld-Crawford was not used and 
store owners were asked only as to the Miller-Tydings and 
State Fair Trade Acts.... In areas inhabited by large 
numbers of people of foreign extraction, there was probably 
a large number of such dealers who might be confused over 
the terms. 
USINESS men frequently propose 
legislation, which when passed by 
legislatures, becomes the law of the land. 
The legislation is usually in the interest 
of either all business men or particular 
groups. It may also work out in the 
interest of consumers in general, but 
frequently no inquiry is made to dis- 
cover the all-round effects of proposed 
legislation. 

Within the last few years two im- 
portant laws affecting prices of goods 
bought by consumers were passed by 
Congress of the United States and sev- 
eral of the states. These laws were 
fostered by specific groups of business 
men. One of them, the Robinson-Pat- 
man Act, was espoused and lobbied 
through, for the most part, by manu- 
facturers, wholesalers and retailers of 
groceries, with a sympathetic interest 
shown by other business men. The other 
act was the Miller-Tydings Act espoused 
and lobbied for principally by the retail 
druggists. Both of these acts were either 
preceded or succeeded by state acts 


similar in nature so that the legislation 
would apply to intrastate as well as 
interstate business. 

To find out how some people react to 
the above legislation a survey was made 
by a number of students in marketing 
at New York University under my 
direction. Consumers and independent 
small store owners were interviewed. 
These people were selected at random 
and all were either in New York or its 
immediate suburbs. About 2,800 con- 
sumers and over 1,700 store owners were 
interviewed. Neither group is repre- 
sentative of all consumers and all store 
owners in terms of scientifically selected 
samples. The conditions under which the 
problem was worked out did not permit 
such sampling. 

In the case of the consumers, most 
were of the middle class people of the 
community; few rich or very poor were 
interviewed. It was, on the whole, a 
typical New York Metropolitan area 
group of middle class folk. Nevertheless, 
each group being as large as it is would 
suggest that large numbers of the people 
in the New York Metropolitan area re- 
act to the specific legislation in certain 
ways and with respect to some of the 
questions they may be representative 
even of people throughout the whole 
United States. 

The results of the survey are shown in 
the following three tables: Table I shows 
the results of the consumer survey. The 
total number responding was 2,798. The 


“_ 


table shows a breakdown by kind of 
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TABLE I, ConsumER SurRVEY 


Where do you buy your foods and dry groceries? 


Why do you buy there? 
I 5 sss: srie ww bcs bd ard el ba wid oe 
TE a voice danwesveucse seensnsie 
Receive personal attention 
ees Chk o ss cays hdeneneekee 
ey re 
More attractive appearance 


Where do you buy your drug and cosmetic products? 


Why do you buy there? 
Prices are lower 
ot ong Oh esata uale bs a aa ab aiid 
ee re 
Quality better. ........... 
Their advertising 


Where did you buy your last pair of shoes? 


What is the Robinson-Patman Act? 


NT PR EO sg oi a kos xc coc ccncesscccevees 


Favors independents 
Makes prices higher 
Makes prices lower 
Favors chain stores 


What are State Fair Trade Acts? 
Don’t know 
Favors independents 
Makes prices higher. .... 
Makes prices lower 
Favors chain stores 


Do you consider chain stores to be monopolies? 


Even though independents should charge somewhat higher prices should people 


buy in them to encourage them to stay in business? 


Check one of the following: 


I generally buy wherever I get best value and service 
I generally buy at independent stores in preference to chains 
I generally buy at chain stores in preference to independents 


Have you made a recent shift in brands purchased of cosmetics? 


If Yes, what? Results inexact 
Why did you shift? 
Friend’s experience with new brand 
Impressed by advertising of new brand 
Prices went up on old brand 


Changed buying from chain to independent 
Changed buying from independent to chain 


Chain Store Independent Store 


1,064 1,629 
Chain Store Independent Total 
Store 
323 696 1,019 
713 129 842 
106 643 749 
199 272 471 
169 277 446 
136 65 201 
Chain Store Independent Department 
Store Store 
382 1,231 632 
Chain Store Independent Total 
Store 
542 368 glo 
395 293 688 
191 335 526 
182 201 383 
77 68 145 
Chain Store Independent Department 
Store Store 
1,103 771 581 
Total Replies 
Teer ee eee ee ee 1,429 
Se ea er eek ae ee 648 
pa ahdsy aah neato ae alias 13 
ic cal ae ae Ue Aa  ekea eliao 76 
Fe RP ty ee ee 20 
Total Replies 
nak Mee howe ube haT Kaas 1,681 
379 
See re ery a 161 
wee Re ae 68 
Eotaeie ste eae 20 
Yes No 
1,242 1,063 
Yes No 
1,444 787 
Total Replies 
Se eR ok et er eer ee 1,821 
EOF eee 451 
Pachatinduce wabmaied Matra aaurea ace 169 
Yes No 
510 1,773 


Total Replies 
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TaBLe l—Continued 

How recently have you bought in Macy’s? Total Replies 
incising r hens dant peneeesbeee Near netnairns Ghd enenuslReneeseheVeneaesanes 653 
hhc ssiuaanedeat eet heukes scthadubeeneeke estab beekakss eecadalvenbedeane 610 
I os, or uy be se Graces sae eee We se OWA oie Vek Relea ne eee end 430 
ONO MIE ID, nico siecceanentcn Pie i eae ee anTER aoe acc Wea enced ag ans Od as wll 425 

What did you buy? Total Replies 
EE Oe CE | ae Cnn eee ee eT, eee, ee ee 8,714 
Drugs...... ati ecb Wiehe phan nals bey sca it eae NEE RE eae hes eM eS 428 
iain 0: dh: dicgbestncaiy cay ica sm sane A atssh ha ale Than aja aesp bie vw ta wh aR MSE wa SIDR SI 343 
Fos nas Sahn anne mantels wee REG REG tnd ewa ee mah Cewek 200 


store in which foodstuffs are purchased. 
Since 105 reported buying in both types 
of stores they were eliminated. The re- 
mainder, 2,693, were counted as shown 
in the table. Table II shows the results 
for all the independent store owners. 
There were 1,723 of these and they are 
separated by location of store. No cor- 
porate chain stores were interviewed. 
Table III shows the results for the 338 
drug stores alone. 

It will be noticed the replies to none 
of the questions tally with the totals of 
interviews. This grows out of the fact 
that in replying to some of the questions, 
more than one answer could be returned 
and in the cases of some of the question- 
naires, not all of the questions were 
answered. The results, however, should 
be of considerable value to those inter- 
ested either as proponents or opponents 
of such legislation and they should be 
suggestive of action interested parties 
need to take to advance their interests. 
The data also are very suggestive of the 
need of an impartial body of experts to 
analyze such legislation and to report on 
a wide scale to the public at large so 
that all of us may know what is going 
on, why, and the over-all effects to be 
expected on our economy. 

The random group of consumers were 
more inclined to buy foodstuffs from in- 
dependent food stores and this was the 
case also as to drugs and cosmetics; even 
if department stores are added still the 


larger number buy in independent drug 
stores. In the case of shoes, chain stores 
secure more of the business and if de- 
partment stores are added the mass dis- 
tributors are heavily favored, slightly 
more than two-thirds buying from such 
stores. As a sidelight on this buying it is 
interesting to note the reasons for favor- 
ing the various types of stores. In the 
case of foodstuffs the location of the 
store is the most important factor with 
price as the second important factor, 
and personal attention third. The other 
factors were not particularly close to 
these three. In the cases of drugs and 
cosmetics, price was the most important 
factor in bringing customers into stores, 
with convenient location second, and 
services offered by the stores coming 
third. The surprising thing in both cases 
is that quality is not a more important 
factor than these data would indicate. 
If it is not a more important factor with 
goods like food and drugs it is hardly 
likely to be with other consumer goods, 
especially where style is concerned. It 
may be quality is taken for granted and 
in a showdown between it and other 
factors it would show up to better ad- 
vantage. 

The responses to the question indi- 
cating knowledge of the Acts in question 
suggest that despite considerable dis- 
cussion in newspapers and other periodi- 
cals and that such legislation affects the 
consumers’ pocketbooks, 1,429, or 53 per 
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TABLE II. INDEPENDENT STorE SuRVEY 


Kind of Store: 


IES RRR EE kPa a gre ey ee ee eT 
es sic tacunccg Rid aiareiaWiaareia ihe sruladid wwe pace doy awia cia 
oe ite dap cata lie acscahinnw a yates a atalecaldidhecinarae aia mae me 
I Pa rare tia pleas ar eae a Roieinig uly dao asta i 
I PE Pe ee eee 
NN hoc 5b dubs aa LSE RoR Rd OL As 
shal cei an aina dp ateerace as 
eT eee 
ee ee 
rer re eee 
a ee ee 


Length of Time in Business: 
NE Shay d aa ca wane me 
be 
Three years...... 
Four years...... 
Five and over 

Location of Store: City Store Suburban Store 

1,258 465 

Kind of Store: 

Neighborhood......... 
Trade Center. 


How has the Robinson-Patman Act affected you? 
Knows it. 
Does not know i it 


Receives lower wholesale prices... .. 
more 

Receives sales promotion aid {less 
same 


Newspaper advertising 
Window displays. . 
Counter displays. . . 
Store cards... 


City Store Suburban Store Total 
259 79 338 
239 69 308 
120 58 178 

84 42 126 
7 46 122 
86 27 113 
59 21 80 
16 TO 26 
65 22 87 
242 8 324 
1,246 


City Store Suburban Store 


49 21 
106 33 
23 35 
95 $4 
937 280 


City Store Suburban Store 


Chain store competition seems more or less than before Act was passed? 


More 


Less... 


Sales volume has increased since 1936 or decreased? 
Increased... 
Decreased...... 


Not affected by the Act.............. 
How should the Robinson-Patman Act benefit the merchant? 
sine lade tale dex arsine peisin ema elas wma 
Should result in better profits for independents err 
Should even wholesale prices between producers and retailers 
ee eee ere 
Should put chain stores out of business 


906 267 

210 169 
City Store Suburban Store Total 
651 235 886 
506 215 721 
City Store Suburban Store Total 
270 gl 361 
207 IOI 308 

92 20 112 

$93 209 802 
164 61 225 
$55 204 759 
517 189 706 
373 124 497 
City Store Suburban Store Total 
257 104 361 
370 15 $23 
City Store Suburban Store Total 
440 172 612 
395 159 554 
378 149 §27 
City Store Suburban Store Total 
355 156 611 
431 156 587 
264 197 461 
170 56 226 
Ill 22 133 
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TaBLe I]—Continued 
How do the Miller-Tydings Price Maintenance Act and State Fair Trade Acts benefit independent retailers? 


Do not know the Acts 
Know the Acts 


Sales prices are same 
Sales prices are higher 
Sales prices are lower............ 


Profits per unit sales are same........ 
Profits per unit sales are higher... .. 
Profits per unit sales are lower. . . 


Products covered by price contracts: 


cent, never heard of the Robinson-Pat- 
man Act and 1,681, or 68 per cent, never 
heard of the Fair Trade or Price Main- 
tenance Acts. Those who claimed to 
know the Acts were of the opinion they 
led to higher prices and decidedly 
favored the independent merchants, yet 
despite the fact they believed the Acts 
favored merchants reference to Table II 
will show that more than 40 per cent of 
all the merchants interviewed did not 
know them. The number who did not 
know of the Acts probably is greater. 
Those who did not reply to this question, 
nearly 300, probably did not know of 
them, and if the druggists are taken out, 
between 50 per cent and 60 per cent of 
the remaining merchants did not know 
the Acts. The druggists are better posted 
and seem to know better what to expect 
from the Acts. 


City Store Suburban Store Total 

563 227 790 

er $32 221 753 
er 409 160 569 
aca 329 110 439 
sc ides 214 69 283 
438 123 561 

342 106 448 

204 113 317 

335 116 451 

279 69 348 

TTT 114 27 I4I 
g! 38 129 

93 33 126 

76 35 III 

50 23 73 

$2 15 67 
City Store Suburban Store Total 

430 195 625 

326 iI 437 

310 83 393 

tees 335 135 470 
— 669 265 934 


In view of the efforts being made 
partly by tax legislation and the above 
Acts to put corporation chain stores out 
of business, the chain store people 
should be keenly interested in the follow- 
ing data especially since they arise in 
and around New York City where chains 
probably have had as favorable and 
sympathetic a reception as anywhere: 
of the consumers interviewed, 1,242 
thought such stores were monopolies and 
1,063 thought not. Still more important, 
1,444 consumers thought independents 
should be encouraged to stay in business 
by patronage at high prices to 787 who 
thought this should not be done, 1.e., 
nearly two-thirds would seem to be, if 
not hostile to chains, at least very in- 
different to their existence. In this con- 
nection it should be noted New York is 
the great retail market of the country 
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TaBLeE III. Druc Store SurvEY 





King of Store: Drug. . 


Length of Time in Business: 
Five years and over...... 
Four years..... 
Three years..... 
Two years.... 
One year.... 


Kind of Store: 
Neighborhood... . 
Trade Center. . 


How has the Robinson-Patman Act affected you? 
MSE < iceasscaeses 
Does not know it... 


Receives same sales promotion aid 
Receives more sales promotion aid. 
Receives lower wholesale prices 
Receives /ess sales promotion aid 


Window displays. 

Counter displays. . . 

Store cards.... ane 

Newspaper advertising 
Chain store competition seems more or less than before Act was} 

passed? 
Less..... 
More.... 


Sales volume has increased since 1936 or decreased? 
Increased.... 
Decreased. 


Not affected by the Act 


How should the Robinson-Patman Act benefit the merchant? 
Should result in better profits for independents. . 
Should even wholesale prices between producers and retailers 
pon thaow.......-. EF oa . 
Should put chain stores out of business. . . , 
Never heard of it....... Patera a arene eras seaeeacrreloe 

How do the Miller-Tydings Price Maintenance Act and State Fair-| 

Trade Acts benefit independent retailers? 
Know the Acts.. ee 
Do not know the Acts... . 


Sales prices are higher..... 
Sales prices are same....... 
Sales prices are lower..... 


City 


Store 


46 


IIg 
71 


nwo + 
YNune O 


Ww WG 
wr 


166 


Sub- 
urban 
Stores 


| 


6 


io) 


wh nN 


64 
14 


— & WN WwW a! 
OoOnIw @o C 


mm Go 
wm GW 


oO 


WW 
7 





Total 
Stores 


PY wR +> 
ae 


i) 


“ 
.e 


162 
106 
56 


, 
- 


201 
184 
131 


168 
61 


149 
96 


181 
116 
42 
42 


9 


29 


218 
68 


144 





| Per Cent | Per Cent 
| of Total | of All 
| Drug Other 


Stores Stores 
— | 
"7.0 | 68.9 
8.3 8.6 
} FeO 9.5 
6.0 8.4 
1.28 4.6 
| | 
| | 
} | 
| 
| 
83.7 48 
16.3 §2.0 
| | 
} 
| 
| 
73-4 54.2 
26.6 | 45.8 
44.I 25.2 
.2 | Bie 
10.3 35-4 
10.3 5.8 
7.0 12.2 
} 
76 42 6 
24.0 57-4 
5° 29.4 
27.5 9 
22.5 at. 
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Tasie I1]—Continued 
——_—_—————— —————— = = —— Se ——————— ae ners 
| Sub Per Cent, Per Cent 
City r . Total | of Total| of All 
Store = a” | Stores | Drug Other 
satel Stores | Stores 
Profits per unit sales are higher............ i | 100 28 128 45.5 30.6 
Profits per unit sales are same... ........2.0.cccccecs 81 31 112 40.0 43.0 
PUREED HUT WEE GRID GIO OGG. ooo sic cciecdiccavsscusecs | 31 10 41 14.5 26.4 
Products covered by price contracts: | 
Ec. sccehdawiieuyniiehswcdaneenxs | o— — 51 _— —_— 
Gh cease hth eui sea hidisirevGreiekiaes ition, = — 50 _— _— 
Se aca kay cana einen _- -- 35 - “= 
a ek ae Wiehe heidio dies — 30 — — 
LS Se ee ee ree eee a 4 — 27 — -- 
NS fon. chi mantadiwiatenned onto: — 23 = -- 
(EY ee a eee a en ee erg }; — — II — — 
PRR Cidabscoeivenadtawdaaseoeees ; — _ 5 ~- -- 
Do you now sell relatively more price free items? 
Decale weed adudns kiweus Gaetan eke ah 126 40 166 54-4 40.0 
SE, oS ie ga bid Skis Bie Naish meme wid wien 42 12 54 17.7 33:3 
Phi ho ic ir heh bran ca kare Seatac erlang dasd  ele newtp dhe 69 16 85 27.9 25.7 
Do customers offer resistance to price fixed items? 
Baie ths.cted 04. dorshT ak eewilaes nea e rae waa ai Si 152 1S 167 61.4 67.7 
ee Fe Te ee ree ee 7 27 105 38.6 32.3 
and consequently many of those reply- years has emphasized the savings to be 


ing may be related to store owners. 
The above stated view would seem to 
be further borne out by the replies to the 
next question. Here 451 said they pre- 
ferred to buy from independents and 
only 169 preferred the chains as against 
the independents. The view, however, is 
offset to a considerable degree by the 
fact that 1,821 generally buy where they 
get the best value and service. The 
general opinion among students of 
marketing is that chains for some time 
now have been giving the best value 
and in services, in terms of clean, 
attractive stores, they have set the pace. 
This is further supported by the fact 
that within three months time nearly 
1,700 made purchases in the R. H. 
Macy & Company department store; 
another 430 patronized the store at some 
time or other; thus, over 2,100 have 
shopped there. This particular store for 


derived from buying there; they have 
tried for long to make the term “thrift” 
synonymous with the name of their 
business. 

Finally, it should be noted in connec- 
tion with the whole number that a sub- 
stantial number of these consumers 
made a shift in brands of cosmetics 
purchased. More than 20 per cent did 
this despite the fact that the survey was 
made only a short time after price main- 
tenance went into effect. It was done 
while the noteworthy advertising of 
Macy’s was under way calling attention 
to the low prices prevailing on cosmetics 
and certain patent medicines in their 
store. This advertising was almost the 
only commercial educational effort being 
made to acquaint consumers with the 
effects, as Macy’s saw them, of the State 
Fair Trade and the Miller-Tydings Acts. 
Of those who acknowledged buying at 
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Macy’s, 428 said they bought drugs and 
343 bought cosmetics. One must con- 
clude that while many say they believe 
in supporting the independents even at 
greater cost, actually most of those inter- 
viewed are on the lookout for goods they 
can buy at low prices, so that continued 
low prices and educational effort to show 
that good quality and low prices are 
synonymous with chain stores would 
seem to be the best argument the cor- 
porate chains can advance to hold their 
places in the opinion and buying prac- 
tices of the American public. Table I 
showing the results of the survey among 
consumers is in three columns. The first 
column is an analysis of those who 
bought their foodstuffs through chains; 
the second column shows the results for 
those buying in independent stores; and 
the third column is the sum of columns 
one and two. Inspection of the analysis 
of the two groups will show that those 
buying in chain stores placed an em- 
phasis on price while the purchasers in 
independent stores place emphasis on 
nearness to home and the personal atten- 
tion they receive. Both groups were 
equally ignorant of the existence of the 
Acts and what the Acts should accom- 
plish. Both groups were for the most 
part on the lookout for best value and 
quite desirous of buying at Macy’s store. 

Table II presents the analysis of the 
independent retail stores and the table 
is also in three columns: the first is an 
analysis of city stores; the second 
column of suburban stores; and the 
third is the sum of columns one and two. 
The interviewers covered a variety of 
stores and they could almost be a sample 
representative of independent retail 
stores. By comparison with the total of 
stores in existence in the various fields 
too many drug store owners were inter- 
viewed. This overweighting of drug 
stores has, however, one advantage: it 


weights the replies in favor of the price 
maintenance Acts as may be seen from 
Table III. Consequently, what there 
may be in the replies unfavorable to 
these acts is doubly so because of the 
overweighting. 

It should be noted first that suburban 
stores show no great difference in their 
reactions to the legislation under con- 
sideration. In the case of most of the 
replies the variations based on the rela- 
tive proportions of city and suburban 
stores will be no more than 3 per cent 
plus or minus. 

A significant fact revealed by the 
study is that retail merchants who 
should be benefited considerably by 
these Acts are in many cases unaware of 
their existence. Nearly 50 per cent do 
not know of the Acts and consequently 
they cannot know how the Acts should 
benefit them. Among those merchants 
who know the Robinson-Patman Act 
there are many who think the Act should 
even out wholesale prices between pro- 
ducers and retailers thus reducing some 
of the purchase price disadvantage 
suffered by some independent retailers. 
They also vision in large numbers better 
profits. However, only 361 merchants of 
the total of 1,723 report receipt of lower 
wholesale prices and only 308 report re- 
ceipt of more sales promotion aid. Since 
the Robinson-Patman Act was designed 
to prevent price discrimination in all 
forms and since at the time of the survey 
it had been in operation long enough to 
have affected merchants in so important 
a center as Metropolitan New York, it 
would seem that all the benefits its pro- 
moters expected of it had not yet ma- 
terialized. Some of the merchants, how- 
ever, believe they have been benefited 
as may be implied from the facts that 
more think chain store competition is 
less than greater, and that more enjoyed 
an increase in business since 1936 de- 
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spite the fact that the survey was taken 
during the depression period of 1938. 

In connection with the price mainte- 
nance legislation it should be noted that 
nearly four times as many merchants re- 
ported prices the same or higher than 
reported lower prices and more than 
three times as many reported profits the 
same or higher than reported lower 
profits. These data indicate the ad- 
vantages of the price legislation for the 
merchant. This legislation was sponsored 
by the retail merchant and sympatheti- 
cally by some manufacturers because of 
the lower prices at which large retail dis- 
tributors were able to offer goods similar 
to that sold by the smaller independent 
merchants. Since still relatively few 
goods are covered by price contracts it 
would seem fair to expect, when price 
contracts cover nearly all goods, that 
nearly all merchants will report higher 
prices and greater profits. This would 
seem to be borne out by the experiences 
of the drug stores. The druggists put the 
price maintenance laws across and 
quickly took advantage of them. A study 
of Table III will show that 50 per cent 
of the druggists say prices are higher 
against only 29.4 per cent of the remain- 
ing merchants and almost similar per- 
centages are shown for profits per unit 
of sales. Similarly with products covered 
by price contracts. Druggists reporting 
none or only a few products covered are 


only 12 per cent of all druggists against 
63 per cent for the remaining merchants, 
while druggists reporting from } to 3 
of their products covered are over 82 per 
cent of all and of the remaining mer- 
chants only 32 per cent so report. Since 
the legislation was designed for that 
purpose the sooner that goal is reached 
the sooner the legislation will be effec- 
tive. 

Consumers, however, seem to offer re- 
sistance to price fixed items. Despite the 
fact that most retail store items are not 
yet fixed 470 merchants reported resist- 
ance offered by their customers, and the 
druggists having relatively more price 
fixed items, experienced even more re- 
sistance. In this connection note the 
figures in Table I particularly the re- 
ported action of consumer that price is 
almost, if not the most, important factor 
in making purchases 

It would seem business men will make 
a mistake if they push too hard or too 
far on price maintenance legislation. It 
would also seem the proponents of such 
legislation, except for drug store leaders, 
have not done a good job of educating 
retail merchants to this legislation and 
its benefits for merchants. The study 
would also seem to reveal the weak links 
in the position of retailers who press for 
such legislation of which the large-scale 
distributors are found to take ad- 


vantage. 


THE MORTALITY OF BALTIMORE 
FUEL DEALERS 


ALAN C. 


HE PROBLEM Of business mortality, 
ee a much discussed subject 
today, has yet to be reduced satis- 
factorily from the general to the specific. 
To accomplish this it would seem neces- 
sary that the slow, inductive method of 
obtaining many facts about specific 
enterprises should presage meaningful 
theorizing. It is hoped that the following 
study will serve as a step in this direc- 
tion. 

In order that the mortality picture 
before and after the inroad of competi- 
tive fuels on coal may be brought into 
focus, this survey embraces the period 
from 1918 to 1926, which were years of 
comparative prosperity, and the period 
1926 to 1937, the time when anthracite 
and bituminous coals suffered market 
losses to oil, gas, electricity and other 
fuels. With these two economic slides on 
our table we may observe a number of 
interesting details, although the tables 
that follow must be carefully inter- 
preted lest the mortality figures become 
scarcely more than a barren statistical 
demonstration. For instance, if one did 
not know that the majority of new com- 
panies or individuals entering business 
in 1936 and 1937 were “bootleggers”’ 
selling stolen coal, he would be misled 
in supposing these to be legitimate coal 
companies. 

The System Used in This Study. There 
are several methods one might employ in 
projecting a mortality study. Using some 
record of the companies such as tele- 
phone books or city directories, the com- 
panies entering and leaving business 
could be carefully tabulated for alternate 
years or for any intervening period that 
seemed logical. Such a plan of alternate 
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years was used in an early study by 
P. H. Nystrom! for stores in Wisconsin. 
This method would not have been satis- 
factory for a survey of the Baltimore 
fuel dealers, since the writer found many 
instances where companies entered busi- 
ness one year and disappeared the next. 
Other types of tables could be con- 
structed such as those in a study made 
by E. D. McGarry,? wherein stores in 
Buffalo were analyzed. But such tables 
were not practicable for several reasons. 
First, because they did not reveal the 
ten-year mortality rate (save for one 
year’s new entries) of the companies 
entering business from 1919-1928. Sec- 
ond, because the mortality of the new 
companies entering business was shown 
for one year less at each successive year. 
Other differences in the writer’s tech- 
nique occur because of special problems 
that arose such as the case of salesmen 
having the same addresses and telephone 
numbers as their employing company’s, 
a factor which necessitated the checking 
of thousands of names throughout 21 
telephone books, and a factor which has 
not appeared in any mortality study so 
far consulted. 

The method used in this study can 
best be indicated by a description of the 
step-by-step procedure. First was the 
elimination of repeated names, tele- 
phone numbers and addresses in 2! 
telephone books, a requisite procedure 
in the case of Baltimore fuel dealers, 
since in one year alone there were 45 
cases of repeated names. The next step 
was to find new entrants into business. 
As the period under observation begins 


1 Economics of Retailing. 
2 Mortality in Retail Trade. 
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with the year 1918, two lists of retailers 
for the years 1918 and Ig9I19 must be 
compared, the names in one being 
checked against the names in the other, 
any appearing in the 191g list not found 
on the 1918 list being new companies 
entering business. In this fashion an 
index system was constructed. The 
third step was to make an historical 
record of the new companies entering 
business. This consisted principally of 
tabulating the years the new companies 
remain in or leave business and the task 
calls for tracing each one through suc- 
ceeding telephone directories. All the 
necessary data however can not be found 
by simply consulting 21 telephone books, 
for in the case of such things as consoli- 
dations the facts are not always appar- 
ent and must be determined by outside 
inquiry and investigation. Likewise, new 
entrants can not always be discovered 
by the nomenclature in telephone books. 
Another fact not found in telephone 
books is whether the mortality rate ap- 
plies to small, medium or large business 
units. Because of such special peculiari- 
ties it was necessary to consult members 
of the coal trade and the Baltimore Coal 
Exchange in order to clarify a number 
of points. When the work outlined 
above had been completed it was possible 
to construct the tables below. 

The Mortality Tables. In examining 
the following tables several things should 
be borne in mind. First of these is the 
problem of what constitutes a year in 
business. When a company first appears 
in a telephone book we do not know 
exactly what specific date that company 
entered business, whether it was one or 
many days before or after the book was 
published. Since this information is not 
known the tables will not be accurate to 
the month. But this discrepancy is not 
cumulative, for when a company enters 
business and remains, say, for Io years, 


it is only the year of entry and the year 
of exit which contain a margin of error— 
the margin being the period intervening 
between the issuance of the semi-annual 
telephone books. 

An explanation should also be given 
for re-entries—companies that enter 
business, disappear and then enter again. 
Though only 6 of these were found from 
1926-1938, the reader should know the 
method of treating them. To illustrate, 
let us suppose the X company entered 
business in 1932 and disappeared in 
1934, then re-entered in 1936, remaining 
in business throughout the course of 
time covered by this study. This com- 
pany would be tabulated as surviving § 
years, having appeared in the summer-— 
fall books of 1932, 1933, 1936, 1937 
and 1938. 

Ramifications such as the above block 
the road to the pure Elysian Fields of 
“exact”’ science and a study of this 
nature can not usually show an accuracy 
of 100 per cent. Finally, there may be a 
few instances where companies had 
entered and disappeared from business 
prior to the initial year of the study 
(1918), and if they enter again between 
1918-1937 they would appear as new 
entries. Such discrepancies, however, are 
not sufficiently large to invalidate the 
study, for the number of re-entries found 
between 1918 and 1938 was less than 
1 per cent of the total number of com- 
panies. The tables then reasonably show 
the mortality trend. 

Table I has been divided into two sec- 
tions in order to show the mortality rate 
of Baltimore’s fuel retailers during good 
and bad times. The year 1925 has been 
selected as the approximate dividing 
line between comparatively prosperous 
and depressed times for very good 
reasons. In the case of anthracite there 
has been a steep downward trend in 
production from 1926 to 1933, with 
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Tas_e I, Mortaciry Rate or BALTImoreE® Fvet RETAILERS ENTERING BusINEss IN NORMAL AND 
DEPRESSED TIMES 


Mortality in Normal Times 





















































Your d Nunter d — Leaving Per Entries Leaving | Per | _— — n | Per 
Meta | Mies Metis usiness Before foe | Business Before Hoe | usiness efore| Con 
2nd year | Oth year | | 1th year | 

1919 24 O° ° | 13 54.2 | 18 75.0 
1920 27 6 ee 14 §1.9 | 18 | 66.7 
1921 28 8 28.6 20 78.4 22 | 78.6 
1922 21 3 14.3 | 12 | $71 | 15 | 71-4 
1923 14 | 4 28.6 | 7 50.0 | 11 | 78.6 
1924 18 I 5.6 | 9 50.0 | 14 77.8 
1925 26 8 | 30.8 17 | 65.4 | 19 73-1 

Total | 158 | 30 | 19.0 92 58.2 117 74.1 

Mortality in Depressed Times 

1926 14 6 | 42.9 | 9 | 64.3 | 12 | 85.7 
1927 8 3 | 37.5 | 6 | 75.0 | 6 | 75.0 
1928 3 2 66.7 | 2 | 66.7 2 | 66.7 
1929 4 3 75.0 3 | 75.0 | NoRecord | No Record 
1930 7 fe) ° I | 14.3. | NoRecord | No Record 
1931 10 2 | 20.0 | 6 | 60.0 | No Record | No Record 
1932 7 2 28.6 5 | 71.4 | NoRecord | No Record 
1933 13 7 53.8 9 | 69.2 | No Record | No Record 

Total 66 | 25 | 37.9 41 62.1 20 | 80.0 

Grand | | 

Total 224 55 24.6 533 137 74-9 


3 In this and the following tables the companies outside of cit 


84,437 net tons produced in 1926, 
67,275 tons in 1928, 59,646 in 1931 and 
49,541 in 1933. Though production 
figures for bituminous coal do not show 
a comparable decrease in production, 
the industry in the aggregate has not 
shown a profit‘ since the middle twen- 
ties. The fact that 3,200 mines® closed 
down between 1923 and 1929 indicates 
conditions among small bituminous pro- 
ducers prior to the recession of 1929, not 
to mention the large number (both big 
and little) that today are suffering 
financial losses, though operating. The 
condition of the retailers does not ex- 
actly parallel that of the producers, since 


‘ For an account of the financial position from 1917- 
1934 see Ex Parte 115, Exhibit 697 of the Interstate 
Commerce Commission. 

5 The Competitive Position of Coal in the U. S., p. 237. 
National Industria] Conference Board. 


59. 


y limits of Baltimore have been eliminated. 


the former are in the strategic position 
of being able to adapt themselves to 
some extent to a changing fuel demand, 
many being dispensers of oil and oil 
burners. 

In examining Table I a number of 
interesting points is discernible. It 1s 
seen that there was a much larger num- 
ber of new companies entering business 
from 1919-1925 than in the period from 
1926-1933, the influx being greater in 
the period of coal prosperity. Yet there 1s 
very little difference in the mortality rate 
for the two periods, save in the case of the 
first-year exits. Of the companies entering 
business from 1919-1925, 19.0 per cent 
failed to reach their second year, 58.2 
per cent failed to reach their sixth year, 
and 74.1 per cent failed to reach their 
eleventh year. This means that less than 
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half survived more than five years, 
about three-fourths had gone out of 
business after 10 years, with about one- 
fourth surviving over Io years. Of the 
companies entering business from 1926- 
1933, 37-9 per cent failed to reach their 
second year, 62.1 per cent failed to reach 
their sixth year. Of the entries from 
1926-1928, 80.0 per cent failed to reach 


during the first half. Finally it should be 
remembered that the majority of the 
companies in Table I consists of small 
business units, the owners of which may 
simply truck coal from yards to their 
customers. As will be seen later, only 
two of the leading twenty companies 
entered business from 1919-1938, and 
only 35.6 per cent of the yard dealers 


Tase II. Morta.ity or Battimore Deaters Woo Hap Coat Yarps IN 1938 
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Yard Dealers | in Business had in Business | a é, in Business hed in Business Sel 
in 1938 | 20 yrs.or more ” 10 to 20 yrs. | - S5tolo yrs. em! | Less than 5 yrs.| - 
sO 38 | 4.4 | 1% 0 | (23.7 | 5 | 8.4 | 2 | 3.3 





their eleventh year. A striking fact about 
the normal and depressed periods is that 
there is very little difference in the num- 
ber of companies leaving business after 
five and ten years of life. 

The grand total, showing the mor- 
tality rate for all the companies entering 
business from 1919-1933, reveals that of 
224 new concerns, 24.6 per cent left 
business before reaching the second year 
(75.4 per cent surviving); that $9.4 per 
cent failed to reach the sixth year (40.6 
per cent surviving); and that of the 
entries from 1919-1928, 74.9 per cent 
failed to reach the eleventh year (25.1 
per cent surviving). To summarize, 
about one-fourth of the companies 
entering business drop out after an 
existence of one year; over half leave 
business after five years; and about 
three-fourths fall by the wayside after 
ten years in business. 

The writer has traced the mortality 
rate during each successive year as well 
as the first, fifth and tenth years, and 
found that by and large that for the 
first year was the highest. Another point 
to be noticed from the table is that the 
chances of survival are better in the 
second half of the ten-year period than 


entered business during the same period. 

The 59 dealers in Table II are the 
most important in the Baltimore coal 
trade from the standpoint of tonnage 
sold, their annual volume accounting for 
over 95 per cent of all legitimate retail 
tonnage: small dealers buy their coal 
from yard dealers. This table, unlike 
Table I, is constructed to work back- 
wards, beginning with the year 1938. 
Through the courtesy of members of the 
Baltimore coal trade the writer was 
given the names of the dealers having 
yards, and was then able to check their 
mortality The table emphasizes the 
greater length of life of the larger units 
as contrasted to those companies in 
Table I, which for the most part are 
small concerns. It is seen that 64.4 per 
cent of the dealers with yards have been 
in business 20 years or more; 88.1 (64.4 
plus 23.7) per cent have been in business 
10 years or more. It is not necessary to 
show the precise years of entrance of 
the yard dealers in order to see a picture 
of economic durability. 

Table III shows that the longevity of 
the 20 leading coal firms is still more im- 
pressive than that of the yard dealers 
(which include the 20 leading com- 
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panies). It is seen that go per cent of the 
twenty concerns selling the largest vol- 
ume of coal have been in business for 
20 years or more, and that 95 per cent 
have been in business 10 years or more. 
This is a noticeable contrast to the 
dealers in Table I where 59.3 per cent 
leave business after 5 years and 74.8 per 
cent after 10 years. 


years, 26.6 per cent of the drug stores, 
34.5 per cent of the shoe stores. About 
three-fourths of the grocery and shoe 
stores failed to survive six years and 
about half the drug and hardware stores 
expired in six years. 

The large number of economic failures 
raises the question as to what can be 
done to alleviate this condition. In many 


TaB_e III. Mortatity oF THE 20 Larcest Coat DEALERS WHO SoLp APPROXIMATELY 80% OF 
oF ToTAL TONNAGE IN 1938 








Companies in 


Companies in 


| Companies in 





a of Business 20 Per Cent Business Per Cent Business 5 Per Cent 
— or more yrs. 10 to 20 yrs. fo 10 yrs. 
20 | 18 | 90.0 | | 5.0 | I | 5.0 





The Mortality Problem. Perhaps the 
reader is amazed by the fact that 59.3 
per cent of the fuel companies lived less 
than six years and that 74.8 per cent 
lived less than eleven years. But such a 
high rate of mortality is not singularly 
incident to the retail coal trade. In an 
early study made by Dr. P. H. Ny- 
strom,® the mortality of retail stores in 
Wisconsin entering business from 18g0- 
1912 was analyzed. These stores com- 
prised the shoe trade, grocery, dry goods, 
men’s clothing, hardware, furniture and 
drugs. An interpretation of his findings 
discloses that of 236 companies entering 
business from 1890-1903, 38.1 per cent 
failed to live five years and 56.7 per cent 
failed to survive eight years. In a later 
study made by Dr. E. D. McGarry’ in 
the city of Buffalo, grocery, drug, hard- 
ware and shoe stores were studied for 
the period 1918-1928. As in case of the 
Baltimore fuel dealers, the Buffalo firms 
showed an unusually high mortality 
rate during the first year: 60.3 per cent 
of the grocery stores failed to live two 


© Loe. cit., p. 2. 
7 Loc. cit., p. 3. 


instances little, if anything, can be done 
so long as men are unequal in intelli- 
gence, morality and financial standing, 
and so long as there are fortuitous cir- 
cumstances at play. 

Economic mortality is not always the 
unhappy concern it may appear at first 
sight. In examining the many facets of 
mortality it is well to recognize the fact 
that under free enterprise men are privi- 
leged to try their hands at various 
businesses and consequently we have a 
trial and error process, which despite 
certain shortcomings has also a healthy 
aspect. 

That there is a high rate of business 
mortality has been disclosed in several 
studies. The above has shown that the 
mortality problem among fuel dealers in 
Baltimore lies chiefly with small enter- 
prise; that it is a condition as paramount 
in “‘good” as in “bad” times; that a 
certain amount of exits from business is 
integral to progress and fair competition; 
and that by comparison with other 
trades that have been studied, the mor- 
tality rate of Baltimore’s fuel dealers is 
not abnormal. 
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Eprror’s Note: The Marketing Research Editor is in 
debted to Mr. ¥. Harold Stehman, Bureau of Foreign and 
Domestic Commerce, Department of Commerce, for the 
preparation of the section on research in government 
bureaus. 


A. RESEARCH IN UNIVERSITIES 
Colgate University 


A study of retail food prices in both chain 
and independent super markets, as well as 
in corporate food chains in the cities of 
Syracuse and Utica, New York, is in progress 
by Professor Charles F. Phillips. It is an- 
ticipated that the results will be available 
in manuscript form by mid-July. 


Cornell University 


A study of the marketing of the 1937 crop 
apples from farms in Ulster County, 
Hudson Valley, New York, is reported in 
Mimeograph A E 263, “Reasons for Differ- 
ences in the Price of Apples,” by F. 
Harper of the Department of Agricultural 
Economics and Farm Management. Copies 
may be obtained on request. 

Objects of the study are: (1) to determine 
what are the reasons for differences in prices 
received by growers for their apples, in- 
cluding something as to the relative im- 
portance of different causes; and (2) to 
determine how the crop of apples from that 
area are marketed in that year. 


of 


Massachusetts Institute of Technology 


A comprehensive study of the merchandis- 
ing organization and methods used by con- 
verters of glazed and fancy paper has been 
undertaken by Professor R. M. Cunningham 
and Mr. G. B. Tallman with the assistance 
of E. O. J. Helland. Information is being 
secured through personal visits to practically 
all converters. In addition, interviews are in 


process with representative jobbers, box- 
makers, box users and others who as distrib- 
utors or users of fancy papers are intimately 
concerned with the effectiveness of the 
product-planiiing job done by the con- 
verters. Completion of the study is planned 
for the fall of 1939. 


University of Colorado 


In order to enable retail grocery store 
managers to conform to the “below cost” 
stipulation in the Colorado Unfair Practices 
Act the Bureau of Business Research has 
recently made available the published re- 
sults of a survey on the “Cost of Doing 
Business of Retail Grocery Stores in Colo- 
rado.” The principal contribution of this 
study is the determination of carrying 
charges and other overhead costs by classi- 
fied and individual grocery items. 

Comprehensive and factual studies of 
resources and the business and commercial 
status of each of three selected Colorado 
cities (LaJunta, Grand Junction, and Boul- 
der) and their respective local trade terri- 
tories are available from the Bureau of 
Business Research. These studies which are 
in mimeographed form were made with the 
close cooperation of the Chambers of Com- 
merce in each instance. 

“The Contribution of a Selected Group of 
Business Men to Business Policy”’ is the title 
of a critical study made of the personal 
biographies of fifteen outstanding merchants 
in the United States undertaken to reveal 
the influence of their lives and philosophies 
upon major policies of business management 
in this country. This is a thesis presented in 
partial fulfillment of the requirements for 
the Master of Science Degree in Business, 
and copies may be borrowed after July 1 
from the University of Colorado Libraries. 
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University of Denver 


“Reorganizing State Government in Col- 
orado’”’ is the title of a report released March 
1939, by the Bureau of Business and Social 
Research. It is the purpose of this report to 
present the findings of Griffenhagen and 
Associates relative to the existing weaknesses 
in the present state administrative organiza- 
tion and to summarize and interpret the 
principal proposed measures of correction. 
University of Michigan 

Professor E. H. Gault’s study of “‘De- 
partmental Merchandising Results in Small 
Department Stores, 1938” is completed and 
may be obtained from the Bureau of Busi- 
ness Research for one dollar. It gives statis- 
tics for thirty departments by months for 
1938. The material was secured from the 
stores cooperating with the Bureau and was 
compiled from their monthly reports. The 
study is of particular value to retail mer- 
chants who are interested in the operating 
results of small department stores in 1938 
and to research workers interested in sea- 
sonal variations in departmental operations. 

A study of “Fair Trade in Michigan with 
Special Reference to the Drug Trade” has 
recently been completed by Professor Gault. 
The purpose of the study is to determine 
price changes which can be attributed to 
the “Fair Trade” Law. The basic data were 
secured from advertised prices in Michigan 
newspapers and from lists of the minimum 
prices for drug store items. 


University of Oregon 


Two articles by Dr. N. H. Comish have 
appeared recently. The April, 1939, issue 
of Hardware World carries an article on the 
“Traits of Successful Hardware Salesmen.” 
In the article the frequency of occurrence of 
twenty traits found for hardware salesmen 
were compared with the frequency of occur- 
ence of the same traits discovered for 341 
successful retail salespeople of different 
types. Success is based upon sales records, 
selling experience, and age. The 341 success- 
ful salespeople were designated successful 
by their employers on the basis of sales 
records. On an average, the salespeople had 
worked over 15 years at selling in stores, and 


were more than 35 years of age. The article 
also indicates how these traits might be 
used to help select better prospects for 
selling positions in stores. The March 20, 
1939, issue of Retailing (the Executive Edi- 
tion) has an article on methods used to 
answer common objections to buying mer- 
chandise in retail stores. Among other things, 
the percentage of retail salespeople in se- 
lected Oregon stores who can effectively 
answer common objections to purchasing is 
shown as well as the percentage of selected 
Oregon stores which teach salespeople how 
to answer common objections to buying. 

Professor Comish expects to complete his 
study on the compensation systems used in 
206 selected Oregon stores by the end of the 
summer. Data for the study were gathered 
through personal interviews with Oregon 
merchants. The purposes of the investiga- 
tion are: (1) to determine the exact plans of 
compensation employed by selected Oregon 
stores; and (2) to analyze the data on the 
basis of weaknesses and strength of the plans 
sO as to suggest improvements. His study 
will be published in a series of magazine 
articles. 


University of Texas 


Professor John H. Frederick has just com- 
pleted a report on ‘Some Aspects of Training 
and Managing Wholesalers’ Salesmen.” The 
investigation covers what electrical whole- 
salers, hardware wholesalers, and industrial 
distributors are doing, or plan to do, in the 
field of sales training and the sort of assist- 
ance they want from manufacturers. The 
study also covers the question of salesmen’s 
reports—the number of wholesalers requir- 
ing them, what such reports contain, and 
what is finally done with them. What whole- 
salers cover in their sales meetings, how 
often they are held and when is also dis- 
cussed. The final section of the report con- 
siders the part manufacturers do and can 
play in making wholesaler sales meetings 
and sales training plans successful. A few 
copies are available. 

Dr. Frederick has also completed his study 
of ‘Public Warehouses in Distribution” an- 
alyzing their activities and services including 
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storage and delivery, use of warehouse 
receipts, field warehousing, pool car distribu- 
tion, storage in transit, trucking and city 
delivery, flexibility of leased warehouse 
space, how warehouses solve the branch 
house problem, and how to select public 
warehouses. This study first appeared as 
a series of articles in The Traffic World 
but has now been reprinted in pamphlet 
form and is available from that paper, 418 
So. Market St., Chicago, Illinois. 


B. RESEARCH IN GOVERNMENT BUREAUS 
Bureau of Agricultural Economics 


Tobacco. Maryland tobacco growers this 
season broke away from the traditional 
method of selling tobacco in that State with 
the opening of the loose leaf auction markets 
at Hughesville and Marlboro, on May 1 and 
2, respectively. Since Colonial times, tobacco 
in Maryland has been sold in hogsheads, 
prized on the farms. The auction sale system 
seems to offer many advantages and a pos- 
sible solution to the difficulties which have 
been measurably responsible for the loss of 
foreign trade in that type of tobacco. Prog- 
ress of the sales during the season will 
indicate whether or not the system is ac- 
cepted. 

Circular No. $19, ““The Tobacco Industry 
in Puerto Rico,” announced in the last 
Journal, has been released. The bulletin, by 
Charles E. Gage, presents the results of a 
study of tobacco on the Island. Physio- 
graphic conditions under which the tobacco 
is produced, and the changes that have tak- 
en place in the manufacture of the Puerto 
Rican type tobacco are discussed. Major 
consideration, however, is given to market- 
ing methods and to the closely associated 
problem of production credit. 

“Export Trade In and By-product Uses 
of Tobacco” is the title of Senate Document 
No. 39, 76th Congress, first session. This 
document presents an analysis of world 
trade in unmanufactured tobacco, the non- 
governmental and governmental factors 
which influence the direction and volume 
of international trade, the marketing con- 
ditions for American tobacco in many for- 
eign countries, the foreign market outlet for 


the principal export types, conclusions as 
to the possibility of applying export sub- 
sidies, and a rather detailed analysis of the 
uses of tobacco by-products. 

Flax. A study of Flaxseed Prices and The 
Tariff, made by the Bureau in response to 
Senate resolution 167 of the 75th Congress, 
has been published as Senate Document No. 
62, 76th Congress, first session. The report 
shows that, although farm prices of flax- 
seed in 1938 averaged slightly higher than 
the pre-war levels, farmers in general were 
having to pay 27 per cent more for com- 
modities used in agricultural production, 
including interest and tax payments. Four 
principal factors were cited as contributory 
reasons why flaxseed prices have been under 
parity since 1920: (1) the considerable in- 
crease in world production of flaxseed, (2) 
the increased use of oils other than linseed 
oil in the drying industries, (3) increased 
world supply of feed grains and high protein 
feeds, (4) the increased spread between 
farm prices and retail prices of farm prod- 
ucts, resulting from the higher processing 
and distributing costs brought about by 
the rise in industrial wage rates, salaries, 
freight rates, and capital charges during the 
war and immediate post-war years. The 
tariff on imports of flaxseed was increased 
during the 1920’s, and the duty now amounts 
to 65 cents per bushel. 

Cotton. ““A Suggested Plan for Cotton- 
Crop Insurance” has been printed and re- 
cently made available as House Document 
No. 277, 76th Congress, first session. The 
plan outlined is comparable in most respects 
to the Wheat-Crop Insurance Program now 
being administered by the Federal Crop 
Insurance Corporation. A cotton farmer who 
took insurance would be assured a yield 
equal to either three-fourths or one-half of 
the average yield of his farm. He would pay 
a premium based in part on the crop loss 
experience of his farm, and in part on the 
crop loss experience for the county in which 
his farm is located. The premiums and 
indemnities that are determined in lint 
cotton, it is stated, might both be increased 
a certain percentage to protect against loss 
of cottonseed as well as lint cotton. 
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The proposed plan is one for insurance 
“in kind,” with premiums and indemnities 
being determined in lint cotton and payable 
in cotton or its cash equivalent. Insurance 
reserves built up out of premiums would be 
carried in cotton; premiums received in 
cash would be invested in cotton. The 
premiums should be adequate to cover the 
average loss for a representative period of 
years. The policies would be written on an 
annual basis, at least during the first two 
years. Local administration of the program 
would be entrusted largely to State, county 
and local committees already established 
in other farm programs. 

The influence of a public classification 
service on cotton price-quality relationships 
in farmers’ local markets is indicated by 
the results of a recent investigation made 
by the Bureau. Results of the analysis have 
been forwarded for publication as a technical 
bulletin by the United States Department 
of Agriculture. This investigation is a con- 
tinuation of a series of studies designed to 
supply specific information on the extent 
to which prices to growers vary with quality 
and factors affecting these variations. 

Information collected in earlier years 
shows conclusively that prices to growers 
in many local markets reflect only a small 
proportion of central market premiums and 
discounts for grade and staple length. One 
of the principal factors responsible is a lack 
of adequate information on the classification 
and commercial value of cotton at the time 
it is sold. This situation, doubtless, results 
in the production of larger proportions of 
the lower grades and shorter staples than 
would be the case if prices to growers re- 
flected a larger proportion of the grade and 
staple premiums and discounts quoted in 
central markets. Such conditions tend to 
lower the competitive position of American 
cotton in foreign markets. 

As a basis for formulating plans for 
bringing about needed improvements in the 
practices in farmers’ local cotton markets, 
information was collected during recent 
years on (1) the influence of public classifica- 
tion services on prices to growers and on the 
quality of cotton produced; (2) factors af- 


fecting the usefulness of such services, (3) and 
some problems to be solved in connection 
with establishing and maintaining a prac- 
tical and dependable cotton classification 
service. The new bulletin will contain an 
analysis of these data. 

Dairy Products. A report of a survey of 
the quality of selected brands of butter sold 
in I-pound cartons at retail in New York 
and Chicago during the first four months 
of 1938, shows that consumers are more 
likely to get a higher quality product when 
they purchase butter that is Government 
graded and carries a certificate of quality of 
the grade, than when they purchase butter 
that does not carry the certificate of quality. 
The survey also shows that the brands of 
butter carrying these certificates were of 
higher average quality and were more uni- 
formly standardized. The Bureau’s study 
was made to ascertain the extent of deterio- 
ration in butter between the time it is pack- 
aged and the time that it is sold over the 
retail counter. 

Recent data made available by the Bureau 
show sizeable increases in the quantities of 
butter, eggs, and dressed poultry (including 
turkeys) graded, and in the quantity of 
dressed poultry inspected for condition and 
wholesomeness. The increase in the quantity 
of butter graded was from 124,382,000 
pounds in 1928 to approximately 320,457,000 
in 1938; in eggs graded, from 397,000 cases 
to 1,148,000 cases; in dressed poultry graded, 
from 1,843,000 pounds to 26,915,000 pounds; 
and in dressed poultry inspected, from 
3,150,000 pounds in 1928 to nearly 43,539,- 
ooo pounds during 1938. 

Fruits and Vegetables. How uniform stand- 
ards for fruit and vegetable packages lower 
marketing costs and protect consumers 
against short-measure containers is em- 
phasized in a new Farmers’ Bulletin, No. 
1821, entitled “Containers for Fruits and 
Vegetables.” The author is L. C. Carey, 


marketing specialist. Federal standards, the 
bulletin points out, are now in force for 
barrels and for several types of baskets and 
hampers used in packaging. Most fruits and 
vegetables are packed in crates, boxes, car- 
tons, drums and sacks for which Federal 
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standards are not in force. These containers, 
it was stated, are used in such a wide variety 
of sizes and shapes that they impose an 
unnecessary burden on growers, handlers 
and consumers. The bulletin proceeds to 
point out how consumers, growers, shippers, 
manufacturers and carriers would benefit 
directly and indirectly through the stand- 
ardization of containers and the elimination 
of many sizes and shapes of packages now 
in use. A digest of Federal laws dealing with 
fruit and vegetable packages is included. 


Bureau of Foreign and Domestic Commerce 


Cooperative Research with Universities. The 
Secretary of Commerce has indicated his 
interest in current plans of the Conference 
of State University Schools of Business to 
develop a plan of cooperative business and 
economic research with the Department of 
Commerce and the various State Universi- 
ties or other State educational institutions 
participating. In a letter dated April 1 to 
the Honorable Clarence F. Lea, Chairman 
of the House Committee on Interstate and 
Foreign Commerce, the Secretary gave his 
full support to the proposed amended Bill 
(S 1740—H.R. 3395). The Bill is directed 
particularly to the needs of small business 
enterprises, and it has been modeled as 
closely as possible on the existing legislation 
which provides similar research facilities for 
the benefit of farmers. Suggested studies 
under the authority of this Bill include 
simplified accounting methods, consumer 
demand, price and market trends, trading 
areas, taxation, store location, state income 
studies, local building codes, capital re- 
quirements, and production, distribution, 
and marketing techniques. 

“The Consumer Market Data Handbook, 
1939,” is now available. This volume con- 
tains a somewhat more exhaustive treatment 
of statistical material than has heretofore 
been presented. Thus, it presents 82 series 
of data, over one-third of which have not 
previously been published. The data are 
shown by counties, and for all cities having 
a population of 2,500 or more. The selection 
of the statistical series was on the basis of 
their usefulness in analyzing markets on a 


county basis, as determined from the results 
of a questionnaire sent to advertisers, dis- 
tributors, and other business men. 

Work is progressing on the “Industrial 
Market Data Handbook,” which is being 
compiled in the Marketing Research Divi- 
sion. This publication, which is expected to 
be available in July, will contain data on 
industrial production, employment, value 
of products and cost of materials, by coun- 
ties, and for cities having a population of 
10,000 or over. The study will include like 
information for 280 manufacturing industries 
on a national basis, and the county location 
of 169,111 manufacturing plants, by indus- 
tries. It contains a county location table for 
23,000 mines, and summary data on produc- 
tion and employment in the mines, by coun- 
ties. The Bureau of the Census and the 
Bureau of Mines have cooperated in the 
compilation of this Handbook. 

“Confectionery Production and Distribu- 
tion, 1938.” This twelfth annual review of 
the industry, released in May, showed 
quantity sales by manufacturers to be at 
about the same level as during 1937, al- 
though their dollar volume declined about 
7 per cent. The Study noted that sales to 
wholesalers declined in 1938, a reversal of 
the trend indicated in the seven preceding 
years. Every type of wholesalers gained 
proportionately at the expense of the whole- 
sale distributor. For the first time there are 
presented detailed data on production and 
distribution of bar goods and on the returned 
goods problem. 

Recently released is the eleventh annual 
survey of the “Salad Dressing, Mayonnaise 
and Related Products Industry, 1938,” re- 
viewing the production and distribution of 
these products by varieties. The report 
analyzes the concentration of production, 
channels of distribution, returned goods, 
labeling practices, pack by sizes of con- 
tainers, and similar problems of interest to 
the industry. 

Summary results of the “First Annual 
Bad Debt Loss Survey,” being conducted by 
the Market Data Section of the Marketing 
Research Division in cooperation with the 
National Association of Credit Men, are 
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being presented in the June, July and August 
issues of that association’s magazine, Credit 
and Financial Management. The Division 
will coordinate the results in an official 
publication later this summer. 

During the latter part of May and in 
early June the Marketing Research Division 
of the Bureau of Foreign and Domestic 
Commerce issued four important studies 
of retail trade in 1938. The first was “A 
Review of the Independent Retail Jewelry 
Trade for 1938,” and presented jewelry 
store sales and inventories by regions and 
states, by size of business, and by size of city. 
In addition to the percentage changes, sig- 
nificant ratios of net sales to cost inventories 
were developed for each of the classifications 
mentioned above. Ratios of seasonal varia- 
tion in the trade were presented, showing 
monthly distribution of annual sales by 
states and regions. 

A similar study for food stores was also 
issued, with breakdowns for stores selling 
meats and those not selling meats. The third 
study, which dealt with independent drug 
stores, contained a summary of chain drug 
store operations. Sales and inventories, each 
broken down for tobacco, fountain, pack- 
aged wine and liquor, and “all other” com- 
modity groups, were shown by regions and 
by size of organization. 

The fourth study, a summary of 1938 
sales and inventories by states and regions, 
by kinds of business, by size of business, and 
by size of city, was published in Domestic 
Commerce. 

Further studies of seasonal variation in 
retail trade are being prepared. 

The Marketing Research Division an- 
nounces a technical manual on distribution 
cost accounting entitled “Distribution Cost 
Accounting for Wholesaling,” which will be 
available sometime in August. This was 
written by H. F. Taggert of the University 
of Michigan while on a special assignment 
with the Department of Commerce. It dis- 
cusses distribution costs from the standpoint 
of wholesaling primarily, but at the same 
time contains much helpful information for 
all who may be interested in the subject 
of distribution costs. It is considered by 


authorities who have reviewed it to be one 
of the most worth-while contributions on the 
subject. 

The Distribution Cost Section of the Mar- 
keting Research Division is at present under- 
taking a national survey of wholesale grocery 
operating efficiencies. The results will be 
published in the form of a manual in the 
early part of 1940. Also this Section is 
developing a series of manuals for small 
retailers. These manuals will discuss in prac- 
tical and general terms the problems con- 
fronting retailers in respect to the various 
operating functions with which they are 
confronted. The first two of this series, 
“Small Scale Retailing’ and “Store Ar- 
rangement Principles,” are already available. 

“Suggestions for Use in Making a City 
Survey (Industrial and Commercial),” an- 
other recent publication of this Division, 
develops a basic outline of the technique of 
initiating a survey in any city or region. The 
outline is comprehensive and flexible enough 
to be useful not only in industrial and com- 
mercial surveys, but also in market analyses, 
factory location surveys, real estate ap- 
praisals, local purchasing power analyses, 
and studies of general business conditions. 

The Annual Review Number of the Sur- 
vey of Current Business which was published 
in February was not noted in the last 
Journal. This provides a review of economic 
conditions for the calendar year earlier than 
has been possible in other recent years. The 
Division of Business Review also has re- 
leased a series of reports on United States 
trade with leading foreign countries in 1938, 
which provide an analysis of the trade move- 
ment in leading markets. “‘Foreign Trade 
of the United States in the Calendar Year 
1938” will be published this year in two 
parts, the first of which is now available. 
Part I contains the data given in the “Sum- 
mary of United States Trade with World” 
issued from 1931 to 1937, inclusive, and 
certain data formerly shown in ‘Foreign 
Trade of the United States in the Calendar 
Year” issued from 1922 through 1926. Part 
II, which will be available in July or August, 
will cover the commodity trade by countries. 

Supplementing its regular work in the field 
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of national income, the Division of Economic 
Research has released for the first time 
estimates of income payments in the various 
States. These estimates provide detailed 
statistics by type of payment and cover the 
years 1929 through 1937. Preparation of 
current estimates will be continued as a 
regular function of the Division. Data have 
been recently compiled on the incomes of 
dentists and osteopathic physicians for se- 
lected years from 1929 through 1937. 

A study of the fluctuations in residential 
building, using multiple correlation tech- 
niques, has recently been made by the 
Division of Economic Research for the 
National Resources Committee. The report 
evaluates the factors influencing the volume 
of residential building, and in a separate 
section analyzes the factors determining 
residential rents. It makes available new 
estimates of the number of families which 
may be expected in the United States during 
each $-year period through 1960 and includes 
other entirely new series relating to residen- 
tial building activity and to annual incre- 
ments in the number of families in the United 
States since 1900. The annual estimates of 
long-term debt in the United States have 
recently been revived, and it is the intention 
to issue these figures regularly each year in 
the future. 

The Finance Division has completed a 
study of the status of American investments 
in foreign dollar bonds. For the first time 
the net United States holdings of foreign 
dollar bonds and the extent of the repatria- 
tions of those obligations are shown by 
countries. The study brings up to date 
estimates of the interest default status of 
foreign dollar bonds still held in this country, 
and the amount of income received from 
American holdings of foreign dollar bonds. 
The Division is bringing to completion an 
analysis of travel between the United States 
and oversea countries. The study covers a 
period of 100 years and includes data relat- 
ing to the number of tourists as well as the 
payments involved. 

The Division of Foreign Trade Statistics 
announces that a complete scrutiny of both 
export and import tabulations for apparent 


errors prior to the first release of foreign 
trade figures has been made possible in 
recent months. By completing this review of 
the monthly tabulations, all apparent in- 
consistencies are investigated and the cor- 
rections carried to the original machine 
run. The revised figures are thus incor- 
porated in the first foreign trade press 
release, and are available on the 25th of the 
month for the previous month’s foreign 
trade. It is planned to inaugurate additional 
verification of the original coding and punch- 
ing for those commodities, and for those 
documents, where errors occur most fre- 
quently. It is expected that improved meth- 
ods of tabulation procedure will expedite 
the publication of the annual figures in 
Foreign Commerce and Navigation for 1938 
several months earlier than in recent years. 

“Marketing Research Activities of Manu- 
facturers” (Market Research Series No. 
21), was released in May by the Market 
Data Section of the Marketing Research 
Division. Schedules for this report were sent 
to 869 manufacturers, and returns received 
from 556 of whom 188 were carrying on 
marketing research studies. It reveals that 
the average firm among those conducting 
research activities spends $21,000 per year 
for work done within the organization and 
$8,000 per year for marketing research 
purchased from outside agencies. 

Information contained in the report in- 
cludes the amount of expenditures required 
for such activities, different types of research 
organization, and detailed classification of 
activities supplemented with illustrations of 
the actual use of research when applied to 
practical problems. 

Among the subjects of research reported 
in the questionnaires are the potential mar- 
ket for a product or line of goods, com- 
parisons of distribution with competitive 
products and analyses of the consumer 
market by sales territories. 


Bureau of Home Ecomomics 


Consumer Purchases Report. A study of 
8,784 families in Washington, Oregon, and 
California showed that nine-tenths of the 
financial support was provided by husbands. 
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Only one wife in seven did paid work to 
supplement the family income. And, because 
many of them worked part time, they pro- 
vided a scant five per cent of total family 
earnings. 

These and other facts on the income 
situation and the responsibilities for main- 
tenance of representative native white fam- 
ilies are presented in a 380-page publication, 
“Family Income and Expenditures, Pacific 
Region, Part One, Family Income.” This 
is the first printed report published by the 
Bureau of Home Economics of data collected 
in the nation-wide Consumer Purchases 
Study made in 1935-36, in cooperation with 
the Bureau of Labor Statistics and the 
Works Progress Administration. 

Reports for small cities and villages in 
other regions of the country and for farm 
family incomes will be released later. Part 
II of the reports will show how incomes are 
spent. The report on incomes for the Pacific 
Region, Miscellaneous Publication 339 of the 
United States Department of Agriculture 
costs 35 cents, and may be obtained from 
the Superintendent of Documents, Wash- 
ington, D. C. 

On Buying Hosiery. Pertinent information 
on buying hosiery is presented graphically in 
“Hosiery For Women—A Buying Guide.” 
This 24-page publication tells with pictures 
and brief paragraphs the story of hosiery 
quality from welt to toe. Photographic 
close-ups show important points in selecting 
hosiery—things to note about construction, 
size, differences between full-fashioned and 
circular knit hose. Two full pages are de- 
voted to the ever-present problem—‘‘why 
hose wear out.” This Bulletin is available 
from the Superintendent of Documents, 
Washington, D. C. at 10 cents a copy. 

Sizing Children’s Garments. A lengthwise- 
crosswise combination of measurements— 
height and girth of hips—was voted in May 
by a sub-committee, established under the 
procedure of the American Standards Associ- 
ation, as a suitable basis for sizing children’s 
garments and patterns. This committee was 
appointed to study the recommendations 


made by Miss Ruth O’Brien of the Bureau 


of Home Economics to a conference of 


retailers, pattern and garment manufac- 
turers, and consumers in New York City 
in April. 


Bureau of Labor Statistics 


The Bureau’s wholesale prices of Portland 
cement have recently been revised. The new 
series, based on delivered prices at 48 cities, 
replaces the former series which was based 
on an average of maximum mill prices at 
six plants. The new indexes are available 
by years from 1926 through 1938 and by 
months from January 1933 through March 
1938. The series are based on prices to 
dealers as reported by manufacturers. Prices 
are per barrel, gross in cloth, with the cost 
of the package and trade and cash discounts 
excluded, and are in carlot quantities f.o.b. 
cars’ destination at the 48 cities. In con- 
structing the index, the price at each city 
was weighted by the estimated consumption 
of cement in the area considered to be 
represented by the price at that city. The 
base period used (1926) and the general 
procedure in constructing the index numbers 
are those which have been employed by the 
Bureau since the general revision of its 
wholesale price indexes in 1931. The revised 
series for chemicals and drugs will be issued 
early in the summer, and will cover chem- 
icals, fertilizer materials and mixed fertiliz- 
ers, drugs and pharmaceuticals. Preliminary 
work has been done on the revision of the 
hosiery and work clothing prices. 

By act of Congress, the Bureau of Labor 
Statistics is ordered to make periodic studies 
of social and economic conditions in Hawaii. 
The last survey was made in 1930, and 
another is now underway. Professor James 
H. Shoemaker of the economics faculty of 
Brown University is on leave of absence to 
supervise the study for the Bureau. The 
report will be available in the fall. 

The quarterly Cost of Living index has 
been revised on the basis of the study of 
expenditures of wage earners and lower- 
salaried clerical workers made in 1935 and 
1936. The kinds and number of items priced 
have been modified and new weights are 
employed. Better specifications will result 
in more comparable prices from period to 
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period. A different list of commodities is 
priced in each of eight geographic regions, 
the goods and services priced being deter- 
mined on the basis of the consumption study. 
The June index is the first to be computed 
on the new basis. 

The reports from the study of consumer 
purchases prepared by the Bureau of Labor 
Statistics are being issued in four series: 
seven regional bulletins on income, seven 
regional bulletins summarizing consumer 
expenditures, eight presenting tables on the 
details of expenditures, and eight analyzing 
the shifts in expenditure with increases in 
income, in the different regions covered in 
the investigation. The results of the study 
of expenditures of wage earners will appear 
in seven regional bulletins and one present- 
ing United States averages. 

Reports are available for some of the 
larger cities covered in the Building Permits 
Survey, showing for 1936-38 the number 
of residential and nonresidential permits by 
cost groups, and type of material and struc- 
ture. This survey supplements the study 
recently completed for the years 1929-35. 

As part of its studies of the relationship of 
site labor to primary indirect labor on 
P.W.A. projects, a survey is underway to 
show (1) the amount of labor created in 
sponsor’s offices including representatives 
such as engineers, architects, and lawyers 
for (a) preparing applications, plans and 
specifications, and rendering legal services 
prior to the awarding of the contracts and 
(b) supervisory labor on the job; (2) the 
amount of labor in contractors’ offices prior 
to the time work starts at the site, or other 
labor not now reported as site labor. The 
study will be made on a stratified sample 
basis, taking into consideration such factors 
as type of construction, size of project, 
geographic location and size of community. 

Field work has been begun on surveys of 
wages, hours, and working conditions in the 
lumber industry and the hat industry. Other 
studies underway include foundries and ma- 
chine shops, boots and shoes, and apparel. 
Significant data on annual earnings are being 
made available through these wage and hour 
surveys. The improved records being kept 


by employers in connection with reports for 
the Social Security Board have made it 
possible to secure increasingly better reports 
on annual earnings, and in some industries 
it is possible to analyze the data by occupa- 
tion, degree of skill, and sex, and to show 
separate earnings figures for full and part- 
time workers. Special reports on annual 
earnings will be prepared for iron and steel; 
radios; electrical apparatus and supplies; 
hosiery; underwear, outerwear and knit 
cloth; and meat packing. 

Beginning with the retail price reports 
for March, new specifications were used for 
canned goods. Salad dressing has been added 
to the list of foods priced. Labor turnover 
reports for the paper and pulp industry are 
now published monthly, bringing to 28 the 
total number of industries for which i 
dividual rates are computed. 

There is available in mimeographed form 
a study of state laws concerning the payment 
of wages in scrip, company stores and traders. 

Field work is in progress on the survey of 
union rates of wages and hours which 
made annually as of June 1. The survey 
includes five trades—building, printing, bak- 
eries, motor-truck drivers, and street rail- 
ways, and covers 72 cities. A special study 
has been made of wages, hours and appren- 
tice laws in union barber shops in 100 cities 
and towns. 

A compilation has been made of informa- 
tion on cooperatives throughout the world. 
The study contains statistical information 
on various types of organizations, with 
special emphasis on consumer cooperatives. 


Federal Trade Commission 


Public Resolution No. 87, 75th Congress, 
third session directed the Commission to 
investigate policies employed by manufac- 
turers in distributing motor vehicles and 
parts, and the policies of dealers in selling 
motor vehicles at retail, as these policies 
affect the public interest. 

In conducting this investigation, the Com- 
mission made extensive field surveys. Inter- 
views with manufacturers and dealers, stud- 
ies of financial methods and of automobile 
trade associations were conducted in various 
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parts of the United States. In addition, 
questionnaires were used. 

Effort has been made to discover the 
extent of the concentration of control in 
the manufacturing, warehousing, distribu- 
tion and sale of automobiles, accessories and 
parts; if fraudulent, dishonest, unfair and 
injurious methods are employed in the in- 
dustry; and the extent, if any, to which the 
antitrust laws of the United States are being 
violated. From the Commission’s “Monthly 
Summary of Work” for March 1939. 


Interstate Commerce Commission 


“Railroad Sinking Funds and Funded 
Debt,” recently issued, presents a summary 
of the facts regarding sinking funds of the 
large class I railways found in the annual 
reports filed with the Commission and dis- 
cusses the principles which should govern 
the creation and administration of sinking 
funds. 

“Unit Revenues and Expenses of Railroad 
Service.” This statement (No. 399, March 
1939) brings through 1937 the tables pub- 
lished in 1931 as Statement No. 3152. It 
affords a convenient survey of the changes 
over a long period of years in the average 
revenues, expenses, and net railway operat- 
ing income per train-mile, per car-mile, per 
net freight ton-mile, per loaded freight car- 
mile, and per passenger train car-mile. The 
expense per passenger-mile as distinguished 
from the passenger-train car-mile, is not 
shown because of the lack of an annual sub- 
division of passenger train expenses among 
passenger, mail, and express services. To 
assist in interpreting the expense averages, 
tables showing such items as average haul, 
average car-load and average train load 


have been added. 


Securities and Exchange Commission 


The Commission has issued fifteen in- 
dustry reports based on a W.P.A. project 
known as the “Census of American Listed 
Corporations.” 

A report on chemical corporations should 
be available by the time this issue of the 
Journal appears, and will be followed by 
summaries on companies and other major 


industries, among the first of which will be 
motion pictures, fertilizers, automotive parts 
and accessories. 

There is being issued currently a series 
of studies of Capital Market and Stock Ex- 
change Developments since 1933. These are 
being prepared by the Research and Statis- 
tics Section of the Trading and Exchange 
Division. The first two of these, “New 
Issues and Retirements of Securities” and 
“Changes in Ownership of Outstanding Se- 
curities” have already been published, and 
others to follow are “‘Registrations and Sales 
of Securities,” “Registrations under the 
Securities Act of 1933,” “Investment Bank- 
ing and the Flotation of Securities,” “‘Vol- 
ume and Value of Trading on Securities 
Exchanges, 1935-1937, and the “Flow of 
Stock Trading on the New York Stock and 
Curb Exchanges.” 


Works Progress Administration 


The following studies which are either 
completed or nearing completion may be of 
use to persons interested in marketing and 
related activities. 

A short research report, ‘‘Price Dispersion 
and Industrial Activity, 1928-1938,” has 
been released by the Division of Statistics 
and Economic Research. This bulletin pre- 
sents an index of wholesale price dispersion 
developed in the Division for analytical 
work in appraising the general economic 
situation. The method for obtaining the 
index of dispersion is described and com- 
pared with methods used by other investi- 
gators. The widespread interest in monopoly 
prices, price balance, and price policies 
makes this study particularly useful at the 
present time. 

The Division of Research is completing a 
comprehensive study of hourly wage rates 
paid in the construction industry during 
1938 in 1,415 communities throughout the 
country. The data in this report cover wages 
paid in 24 selected occupations in skilled, 
semi-skilled, and unskilled groups. Rates 
paid by private contractors and by various 
public authorities to both union and non- 
union construction workers are shown. This 
study brings up to date and extends the 
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report, “Local Wage Rates for Selected 
Occupations in Public and Private Construc- 
tion, 1936,” published by W.P.A. two years 
ago. While the study is primarily intended 
for administrative use, it should prove use- 
ful to others interested in occupational and 
regional variations in wage rates. 

A survey of the distribution of surplus 
commodities is being undertaken. Rochester, 
N. Y. has been selected as the first of the 
series of six cities in which the Surplus 
Commodity Stamp Plan is to be tried out. 
The first payroll deductions in Rochester 
will probably be made on or about May 15. 
Plans are in preparation for an analytical 
report (based on office records) to be sent 
to Washington at the end of the first 30-day 
period of operation of the scrip plan. 

A follow-up study of the Survey of the 
Labor Market is being conducted in San 
Francisco, California and Birminghan, Ala- 
bama which will secure information on 
income, relief experience, and unemploy- 
ment compensation for a sample of 2,000- 
2,500 families. The results of this survey 
will be used to supplement data obtained by 
the Survey of Unemployment Without 
Public Aid. In cooperation with the Indus- 
trial Research Department of the University 
of Pennsylvania, a special survey was con- 
ducted in Philadelphia to determine the 
extent of unemployment in a cross-section of 
the population and the extent of need among 
families containing unemployed workers. 


Bureau of the Census 


The need for certain basic facts concerning 
all dwelling units in the United States has 
resulted in a rather general demand that a 
Census of Housing be taken in conjunction 
with the Census of Population in 1940. A 
bill (S. 2240, by Senator Wagner) has been 
introduced to provide the necessary author- 
ization because the present census law is not 
sufficiently broad to permit taking a com- 
plete census of housing. A technical sub- 
committee of the Central Housing Commit- 
tee has been engaged in a study of possible 
procedures to be used in such a census and 
of the items to be included. 

The more important items relating to 


structures considered by the Committee for 
inclusion in the housing census are the 
following: type of structure, number of 
dwelling units in the structure, age of struc- 
ture, and state of repair. The more important 
dwelling unit items are: occupancy or tenure, 
duration of occupancy of vacancy, monthly 
rental, number of rooms, and the facilities 
and equipment items such as running water, 
toilets, bathing equipment, and central heat- 
ing. It is suggested that questions be asked 
concerning the inclusion in rent of furniture, 
garage, and fuel for heating, lighting, and 
cooking, in order to permit the calculation 
of space rental, or of space rental plus 
utilities. 

One of the principal needs for housing data 
arises from the lack of adequate national 
data concerning home finance. On this sub- 
ject it has been suggested that the following 
items be secured for all owner-occupied I- to 
4-family structures: value of property, real 
estate taxes and special assessments, en- 
cumbrance status, and outstanding indebt- 
edness. In addition, for mortgaged owner- 
occupied structures there would be secured 
the amount of present outstanding indebted- 
ness, the amount and frequency of finance 
payments, the type of mortgagee, and the 
interest rate on the first mortgage. 

If the census of housing were taken im- 
mediately after the census of population it 
is believed that a transcription of various 
items on the population schedule might be 
made. Of particular importance in this re- 
spect would be the type of family, number 
of lodgers, number of gainful workers and 
their occupation, and the total family income 
(if this item is carried on the population 
schedule). 

The Bureau is now awaiting Congres- 
sional action before taking any further steps 
concerning a census of housing. The 15th 
Decennial Census Act, under which the 
1940 census will be taken, limits the subjects 
to be included in the census and no estimates 
for such a census have been submitted. If a 
housing census is not authorized, only a 
relatively few important housing items such 
as tenure, rent or value, number of rooms, 
and type of structure can be carried on the 
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general population schedule. These are ex- 
tremely important items and are particularly 
significant when related to family data but 
are quite inadequate in presenting a picture 
concerning home finance and facilities. Here- 
tofore, the population census has included 
data only as to occupied structures. It is 
doubtful whether with the procedures now 
contemplated it would be possible to include 
the collection of any housing data for vacant 
structures. 

Special advisory committees have been 
set up by the Bureau to assist the staff in 
formulating schedule forms and instructions 
for the Census of Agriculture and Popula- 
tion. The advisory committee on the Census 
of Agriculture has considered nearly 5,000 
suggestions for the inclusion of items in the 
Census of Agriculture or of changes in the 
present census schedule. It will have com- 
pleted its work about the first of June. 

The special committee on the Census of 
Population is assisting the staff in the Di- 
vision of Population and formulating the 
general population schedule including un- 
employment and occupation data. It is an- 
ticipated that this committee will also 
consider the results of the trial census of 
population which will be taken to test 
schedule forms and field procedures. 

In order to secure perfect clearance of 
inter-Bureau questions, the Bureau of the 
Census has requested each of the major 
departments and independent agencies to 
designate a liaison officer who will clear 
the request of the agency for additional 
information or for changes in tabulation 
procedures, and with whom the Bureau of 
the Census may raise questions concerning 
items of particular interest to his agency. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
The Curtis Publishing Co. 


The division of commercial research has 
recently developed a precise method of show- 
ing the degree of selectivity in consumer 
markets by means of a market pattern ratio. 
This market pattern ratio, which is the 
ratio between the dollars spent by the first 
50% of the families by income and the 
second 50% of the families for any product 


or class of products, has been used by the 
Curtis Publishing Company in analyzing 
the food figures provided by the Crossley 
Continuous Consumer Index. The idea has 
been extended to other commodity fields 
by using the urban and rural studies of 
consumer purchases made by the Bureau 
of Labor Statistics and Bureau of Home 
Economics. 


Dun and Bradstreet, Inc. 


The preliminary report of the Tax Pay- 
ment Survey, based on the first 10,000 
returns, was published in the April issue of 
Dun’s Review. Seven kinds of tax payments 
were computed as percentages of the sales 
volume for eight groups of manufacturing, 
nine groups of retailing and for the whole- 
saling field in total. 

A more complete report, based on 25,000 
returns, is now in preparation for the July 
issue of Dun’s Review. Tax payments in the 
case of manufacturers will be computed as 
percentages of gross margin. The number of 
case histories of tax payments by business 
enterprises over a period of years will also 
be included. Walter Mitchell, Jr. is in charge 
of the Survey and Professors Carl Shoup of 


Columbia University and Paul Studenski of 


New York University are acting as con- 
sultants. A further special study of regional 
differences in tax payments made by busi- 
ness will be carried on during the summer 
and is expected to be ready for publication 
in the early fall. 

Final reports on the trend of sales from 
1937 to 1938 and the trend of inventories 
during 1938, based on about 35,000 returns, 
appeared in the May issue of Dun’s Review. 
Separate estimates are included for 48 lines 
of manufacturing, 20 lines of wholesaling, 44 
lines of retailing, 13 of service, 6 construc- 
tion, 3 types of mines and quarries. 

A special questionnaire mailing is planned 
in order to obtain a picture of inventories as 
of June 30, 1939, in comparison with hold- 
ings of a year earlier and at the beginning 
of 1939. 

The Municipal Service Department 1s 
working on a project of evaluating the 
over-all or direct and overlapping debts of 
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cities over 50,000 population. They will 
be considered comparatively in relation to 
wealth, type of city, cyclical stability, debt 
structure, effect of depression on trend and 
budgetary requirement for debt service. 

The critical appraisal of the most com- 
monly used accumulations of evidence on the 
extent and trend of business concentration, 
mentioned in a previous issue of The 
Fournal of Marketing, is well on its way. 
The first article appeared in the March, 1939, 
issue, and treated available evidence on 
size as of the present decade. A formidable 
list of possible yardsticks was set up, anda 
demonstration thereupon provided of the 
widely different results that can flow from 
different analysts’ notions of what is im- 
portant. The difference is from industry to 
industry, and the hazards of round conclu- 
sions were emphasized and illustrated. 

In the second article, attention was shifted 
to the phase of this issue suggested by the 
title “Is Big Business Getting Bigger?” For 
the most part, the ground first pioneered by 
Berle and Means is retraced in terms of the 
criticisms which have been made of that 
laborious work, such as, the comparability 
of the differing series which were used to 
compare the growth of the largest corpora- 
tions with that of all, the presence of water 
in certain of the figures used as basing 
points, and its effect on the reliability of the 
conclusions. Independent material was oc- 
casionally introduced by the author in an 
effort to bolster or at least to clarify the 
central contentions. 

Awaiting consideration in future articles 
in the series are such subjects as concentra- 
tion by industry, and the relative perform- 
ance of large and small corporations from 
both economic and operating standpoints. 


E. I. DuPont de Nemours and Company 


Mr. Alexis Sommaripa, Manager of the 
Fabrics Department, has recently made 
available preliminary results of consumer 
tests of a product (woman’s slips) in use. 
The methodology used was that of distribut- 
ing comparative merchandise to a large 
group of consumers and securing reactions 
to aesthetic properties and opinions as to 


the probable performance and wear before 
and after the product’s use. Opinions were 
ranked on such subjects as: preference for 
fabrics with regard to different objective 
features such as softness, stiffness, coarse- 
ness, lightness, opinion of wear and others; 
and price estimates vs. preferences before 
and after wear. The studies of Mr. Som- 
maripa are of unusual interest to both 
marketing teachers and practitioners as they 
contributed to the establishment of a scien- 
tific measure of the efficiency in consump- 
tion. 


Hearst Magazine, Inc. 


Has recently published ‘““New Food Mar- 
ket Facts” which is a statistical compilation 
of interesting marketing facts concerning 
the sale and disribution of food as it passes 
from the wholesaler to the retailer and. to 
the consumer. The wholesale section of the 
publication represents a combination of the 
184 wholesale grocery trading areas as shown 
in the “Atlas of Wholesale Grocery Trading 
Areas” by the Bureau of Foreign and Do- 
mestic Commerce into 99 larger and more 
inclusive areas. An interesting map presents 
the retail importance of each state as a food 
market. Consumer Food Expenditure by 
Income Groups is also shown. 


Institute of Distribution, Inc. 


The Institute of Distribution recently 
undertook, through the public accounting 
firm of Peat, Marwick, Mitchell and Com- 
pany, a survey of the comparative personal 
property taxes paid by chain grocery stores 
and by chain drug stores in three Iowa 
cities—Cedar Rapids, Des Moines and Sioux 
City—with those paid by individually- 
owned stores of the same kinds in these 
cities. 

The Institute has also published recently, 
summaries of the studies which have been 
made of comparative selling prices in chain 
and individually-owned stores, mortality of 
retailers and causes of failure of individually- 
owned stores. The titles of these three pam- 
phlet publications are, respectively, ‘Does 
The Consumer Save Money in Chain 
Stores?”; and “Why Independent Mer- 
chants Fail.” 
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The 1939 annual edition of the Retai/ers 
Manual of Taxes and Regulations is now 
being prepared and will be published in 
October. This book is a loose-leaf compend- 
ium in chart form summarizing the Federal, 
state and local laws affecting the operation 
of retail stores. Included are summaries of 
state and municipal sales taxes, occupational 
and excise taxes, business and occupational 
restrictions, chain store taxes, trade practice 
regulations and the Federal and state laws 
governing the hours of work and wages to 
be paid to retail store employees. Also in- 
cluded are summaries of the Federal and 
state unemployment compensation acts and 
workmen’s compensation laws, insofar as 
they apply to retail stores. 

In cooperation with four other trade asso- 
ciations that serve chain stores—the Limited 
Price Variety Stores Association, the Na- 
tional Association of Chain Drug Stores, the 
National Council of Shoe Retailers, and the 
National Association of Food Chains—there 
was completed early this year a survey of the 
operations of 138 representative chain store 
companies. These chain store companies, we 
estimate, obtain about one-third the sales 
of all chain stores and operate about one- 
fourth of the chain stores in this country. 
Many of the statistics compiled as a result 
of this survey are included in a booklet “The 
Chain Store Is an American Asset” which can 
be secured from the institute. 

Mr. John P. Nichols, Managing Director 
of the Institute of Distribution, is now 
engaged in an exhaustive revision of Chain 
Store Manual, a book which, since its first 
publication in 1932 and its second edition in 
1936, has obtained widespread use and ac- 
ceptance as a text and reference book on 
chain stores. The 1939 edition which Mr. 
Nichols is now preparing, will contain all 
of the significant facts from the industry- 
wide chain store survey plus the latest 
census figures and reports of the other 
studies of chain store operations which have 
appeared since the 1936 edition was pub- 
lished. It is also planned to include in the 
1939 edition a feature which has proved to be 
unusually useful and popular in previous 
editions,—an exhaustive and complete bib- 


liography of authoritative literature on chain 
stores that has appeared in books, trade, 
general and legal periodicals and in various 
studies by Federal and state governmental 
organizations and those published by col- 
leges and universities. Publication of the 
1939 edition of Chain Store Manual is sched- 
uled for October. 


McCall Corporation 


Redbook Magazine has recently issued 
two new studies; one is entitled “Coverage 
of Major Markets” which is a compila- 
tion showing the circulation of weekly and 
monthly magazines for states and all com- 
munities of more than 10,000 population. 
The second study ““How to Make Magazine 
Advertising More Profitable” discusses the 
effectiveness of magazine advertising on the 
basis of visibility, coverage, continuity and 
size of impression, dealer influence as well 
as upon many other grounds. 

McCall’s Magazine in May issued a study 
entitled ‘“Household Appliances—Who Buys 
Them?” which contains the findingsof a 
survey made by the editor of an appliance 
business publication early in 1939. The 
survey was made among the home service 
directors of public utility companies, dis- 
tributors and large retailers. 

The McCall Corporation has recently 
completed three additional studies which are 
on large charts and which can be viewed at 
their New York office. Unfortunately, no 
copies have been made of the study and 
so they are not for broadcast distribution. 
One study is entitled ‘““The Next Great 
Profit Opportunity in the Household Auto- 
matic Refrigeration Business” which, as its 
title indicates, is a study of recent and future 
trends in the marketing of household auto- 
matic refrigerators. The second study is 
entitled “It’s Now or Never for the Electric 
Dishwasher.” This is a study of the history 
of the household electric dishwasher business 
with certain recommendations for expanding 
the market for this product. The third study 
is entitled ‘““What’s Wrong with the Washer 
and Ironer Business and How Can It be 
Made Better?” This is a study of the 
market for the clothes washing machine 
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and the ironing machine with suggestions 
for improved marketing conditions. 


Marketing and Research Bureau 


The March issue of Automatic Heat and 
Air Conditioning contained the Bureau’s 
1938 Air Conditioning Summary. This sum- 
mary, based on the reports of 119 electric 
utilities, shows installations, estimated pop- 
ulation served, territorial distributions, type 
of buildings in which installations were 
made, installation sizes and other data per- 
tinent to this industry. Copies are available 
at 25 cents each. 

The 1939 issue of the Bureau’s Annual 
Plumbing and Heating Market Possibilities 
by States is now in preparation, and will 
differ from the 1938 volume in the following 
points: (a) Sales quotas for each state will 


be brought up to date. (b) The table of 
annual shipments and production values 
oe include 1938 volumes by type of prod- 

(c) Replacing the charts showing the 
aan trend of plumbing and heating 
sales by regions will be eight charts giving 
the following data—Plumbing and Heating 
Wholesalers Sales Index—Building Index— 
Plumbing and Heating Wholesale Price In- 
dex—Wholesalers Inventory Index. This 
data will appear for each month of 1938. In 
a separate chart covering each of these 
factors space will be provided for each 
month of 1 939. 

These necessary figures will be mailed 
to purchasers each month by this Bureau. 
Copies of this Sales Quota Sheet together 
with the monthly business service are avail- 
able to firms in this industry at $2.50. 

















Reviews of Books and Digests of 
Leading Articles in Marketing 


CLYDE WILLIAM PHELPS, £ditor 








A.—Book REviEws 


ConsumPTION IN Our Society, by Elizabeth 
Ellis Hoyt. New York: McGraw-Hill 
Book Co., Inc., 1938, pp. ix, 420, $3.00. 


The various texts on the Economics of 
Consumption and the numerous other books 
dealing with Consumers’ Problems that have 
been appearing recently deserve the careful 
examination of Marketing men—especially 
teachers—not only for what they contain, 
but also for what they omit. They indicate 
what sort of picture of marketing, salesman- 
ship, and advertising is being presented to 
students of home economics. Quite often 
the picture is far different from that pre- 
sented to students of marketing, sometimes 
even in the same institution. 

In this respect, “Consumption in Our 
Society,” though far above the average in 
general breadth and depth, does not differ 
greatly from its predecessors. Its four parts 
are headed: Consumption and Choice, Con- 
sumption and the Exchange System, Con- 
sumption and Its Measurement, and Maxi- 
mizing of Satisfactions. The second of these 
parts, which includes in bulk nearly half the 
entire book, gives what purports to be an 
analysis of marketing methods. Its bibli- 
ography and its citations conspicuously omit 
any text on marketing, salesmanship, or 
advertising, or any book on the Economics 
of Consumption by a recognized marketing 
expert. Not even Nystrom’s “Economic 
Principles of Consumption” or Cherington’s 
‘People’s Wants and How to Satisfy Them” 
is mentioned. The only book by a marketing 
man seems to be Lough’s “High-Level Con- 
sumption.” 

The author seems to have read some books 
on advertising, although the only title men- 
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tioned is Claude Hopkins’ “My Life in 
Advertising” which scarcely qualifies as an 
authoritative treatise, and deals with a 
period some distance in the past. However, 
some generalizations are made regarding 
books on advertising. For example: 

“Books for advertisers stress the com- 
mercial value of appeals to what Plato in 
his Republic called the sensational or con- 
cupiscent part of our nature. Books written 
to help advertiser sell stress the importance 
of appeals to fear, to emulation and to sex. 
Frighten people, get them envious, get them 
emotionally excited. These are the easiest 
and quickest appeals to make for immediate 
results... .” 

Just what books are referred to in this 
passage I am unable to guess, nor can I 
imagine what recent advertising text can 
possibly be the authority for the following 
statements: 

“The advertiser, particularly, assumes 
that if only he tries hard enough, he can 
interest anybody in anything.” 

“The same lovely girl and the same slogan 
will serve equally well for an automobile, 
silk stockings or hash.” 

These and other easy generalizations of 
the same kind probably would do no harm 
if the students who read them were also 
readers of standard texts on Advertising and 
Marketing, or if they could be depended 
upon to remain merely consumers all their 
lives. Dr. Hoyt, like other writers, frequently 
seems to forget that consumers are not a 
separate class in a pigeonhole of their own, 
but usually function also as producers. It is 
almost humanly certain that some of the 
students, whose ideas about advertising and 
selling are being formed by books like this, 
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will some day be advertising and selling their 
own products and services. It would be 
highly ironical if they proceeded to apply 
the methods they have been assured are the 
characteristic methods of advertisers. 

Or let us suppose the student becomes a 
retailer and tries to emulate the anonymous 
druggist who is cited as follows: 

“T got a big shipment of perfume which I 
decided to offer as a special at thirty-nine 
cents an ounce. Could I sell it? Nothing 
doing. Then I made a big sign saying La 
Romance and marked it five dollars an 
ounce and got rid of it. What kind of perfume 
was it? Well, for all I know, skunk cabbage.” 

Can Dr. Hoyt name any University School 
of Business where students are being taught 
that success in marketing, selling, advertis- 
ing, or retailing, is usually attainable by the 
methods she describes? It would be at least 
a reasonable precaution to discover what 
actually is being taught in Marketing 
courses. It would also be a courtesy to the 
scholars who are devoting their years to the 
scientific study of Marketing to accept their 
evidence as of higher validity than the 
testimony of some anonymous trickster or 
the findings of a research student based on 
an analysis of one issue of three (or six) 
magazines. 

It would have been unnecessary to devote 
so much space to adverse criticism if the 
treatment of marketing were characteristic 
of the whole book. Elsewhere the author’s 
conclusions seem generally to have been 
derived from a thorough study of the avail- 
able evidence. Part II] on Consumption and 
Its Measurement is supported by copious 
statistics. Her distinction between scales of 
living and standards of living (which many 
of us tend to confuse) is sound and highly 
valuable. Her generalizations regarding the 
incidence of marketing costs seem often to 
have been reached by purely deductive rea- 
soning. Some of them are at variance with 
the facts of experience. One need look no 
farther than the latest annual report of the 
General Foods Corporation to discover sta- 
tistical refutation of her generalizations re- 
garding the tendencies of prices of nationally 
advertised brands. 


Moreover, the author’s strictures on ad- 
vertising, while less emotional than those of 
some other critics, seem to lack the judicial 
calm which is characteristic of the book as 
a whole. The author is no fanatic who sees 
a simple and easy solution of the consumers’ 
problems. Her discussion is often penetrating 
and illuminating and usually sane and cau- 
tious. Some of her comments are not only 
highly philosophical in substance but ex- 
pressed with the force of an epigram. 

At the outset of Part II, Dr. Hoyt gives 
a useful interpretation of the meaning of 
consumers’ sovereignty, which to her be- 
comes effective “when consumers get what 
they want most fully and freely and at the 
lowest possible cost. It implies that the 
consumers must have the utmost freedom 
in their choices.”” She emphasizes the fact 
that her concept does not state consumers 
are to have what is “best” for them, accord- 
ing to some arbitrary outside standard. 

This is indeed a sound and promising 
platform, and the author sticks bravely to 
it for the most part. It gives her a guide in 
discussing such subjects as Tariffs, Mcnop- 
olies, Government Interference, Fair Trade 
Laws, and the like. It even modifies her view 
of standardization of consumers’ goods, al- 
though she is apparently reluctant to aban- 
don altogether the A B C quality standards 
which are a fetish of so many consumer 
advisers. She seems to admit that it is diffi- 
cult to set up quality standards without 
determining what is “‘best”’ for the consumer, 
but there is little indication that she recog- 
nizes the fact that it would be impossible to 
enforce them without limiting the freedom 
of the buyer as well as the freedom of the 
seller. Nor is there much indication of a 
realization that the problem of buying is 
merely the problem of selling, looked at from 
another viewpoint. No marketing man ought 
to quarrel with the effort to educate people 
to become wiser buyers. On the contrary, all 
engaged in actual marketing or in education 
for marketing should be heartily glad to 
see any advance toward putting buying 
upon a more rational basis. It would vastly 
simplify the problems of the honest seller 
and advertiser. 
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Dr. Hoyt, fortunately, is cautious enough 
to suggest that experiments with changes in 
the marketing system should be tried in a 
few individual States before attempting to 
apply them on a nationwide scale. 

GeorceE Burton Horcukiss 
New York University 


Apvertisinc Menta, by. Hugh E. Agnew 
and Warren B. Dygert. New York: Mc- 
Graw-Hill Book Co., 1938, pp. 465, illus- 
trated, $4.00. 


Before Professor Agnew published his 
earlier book on the same subject (D. Van 
Nostrand Company, 1932) no single volume 
encompassed all advertising media. There 
were a few books on specific media, mostly 
newspapers and magazines, by writers such 
as H. A. Casey, S. J. Slomanson and D. 
Starch who dealt with buying and selling 
space. Other literature was elusive and found 
only in current trade periodicals and promo- 
tional pieces of publishers. 

The combined efforts of Dygert and 
Agnew have brought up-to-date and im- 
proved the earlier edition while retaining 
the essential framework of the first presenta- 
tion. In discarding old material and rewrit- 
ing the new, and opening chapter and a later 
chapter on direct mail have been added and 
these bring the new text up to fifteen chap- 
ters with a further addition of sixteen pages 
on questions, problems and assignments for 
each chapter appended to the rear of the 
book. 

The text logically unfolds the story of 
advertising media by pointing out problems 
of space and time buying in the opening 
chapter. Except for reorganization of later 
chapters with recent figures from Standard 
Rate and Data Service, publishers’ cards and 
promotional data, the structural change in 
text is not noticeable. Radio as a medium 
necessarily has been given more prominence 
because of its growth within this period. 
The new chapter on direct advertising is 
devoted largely to U. S. Postal Information 
without reference to the activities of the 
Direct Mail Advertising Association and 
much of the interesting material that mem- 
bership in this group has produced. Pre- 


mium advertising, a debatable medium of 
advertising or price discounting, is covered 
lightly within the chapter on sampling, 
utilities and motion pictures which concludes 
with a few pages on window displays. Per- 
haps the field of premium advertising as a 
medium must await the publication of the 
manuscript now in preparation by Frank 
H. Waggoner, editor of Premium Practice. 

Overall the important and essential media 
as measured by current expenditures and 
available data have been treated adequately 
by Agnew and Dygert. A check list with a 
critical appraisal of the infinite variables 
that an advertiser might use in the extension 
of his message would take a volume several 
times normal book size. 

No review would be complete on this 
subject without mention of Ben Duffy’s 
Advertising Media and Markets (Prentice- 
Hall, 1939) which was released for publica- 
tion about the same time. In contrast, Duffy 
emphasizes markets prior to a discussion of 
media selection and devotes more detail to 
space and time purchases as viewed by an 
advertising agency executive rather than 
from the detached viewpoint of authors not 
on the business firing line. Both books are 
written to appeal to the businessman’s li- 
brary and to the classroom where they 
should find general acceptance. 

Howarp T. Hovpe 

Warton School of Finance and Commerce 


SALES ADMINISTRATION PRINCIPLES AND 
Practices, by Bertrand R. Canfield. New 
York: Prentice-Hall, Inc., 1938, pp. xvii, 
652, $3.75. 

The term “sales administration” may be 
used to include the whole scope of manage- 
ment functions in the sales department from 
merchandising and price policy to delivery 
problems. On the other hand it may be used 
so narrowly as to denote simply the manage- 
ment of the sales force. The scope of Pro- 
fessor Canfield’s book is rather narrow. Two- 
thirds of the book deal with problems 
directly impinging upon the sales force. The 
other third, however, includes one chapter 
on sales policies and three chapters on re- 
search which, taken with the accompanying 
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problems outline the broader background 
fairly well. There is also a chapter on sales 
promotion and one on export sales manage- 
ment. 

The only claim of this book to originality 
is the combination of text and problems in 
a single volume. This reviewer, having noted 
the refreshingly unusual approaches to sales 
problems manifest in Professor Canfield’s 
articles in Advertising and Selling, was dis- 
appointed to find that originality lacking in 
this textbook. However, the book is well 
written, concise and, within its scope, thor- 
ough. The text material adequately serves 
its purpose which is to furnish background 
material for discussion of the problems. A 
teacher accustomed to the Harvard problem 
books may find Canfield’s problems some- 
what lacking in factual detail as the back- 
ground of each problem is sketched in quite 
briefly. Nevertheless this brevity eliminates 
all needless detail and so may be accounted 
a virtue. 

The author misses a golden opportunity 
to make a much needed contribution when 
he fails to link his section on research directly 
to the problems of the sales force. A sales 
force normally receives the results of product 
research and analysis and market research 
and analysis in predigested form. That is, 
these results must be prearranged to be 
suitable for immediate incorporation into 
the sales presentation. Interpretation of 
research must reach the salesmen in the 
form of concrete suggestions for action. 
Much has been said about the relation of 
research to policy making but the manage- 
ment function whereby the raw material 
from research becomes the formative mold 
for sales canvass, sales equipment and the 
pattern of control of the salesmen has never 
been properly handled in sales literature. 

The chapter on sales promotion is in- 
adequate in that it is limited to a discussion 
of the work of sales promotion departments. 
Sales promotion as a function tends to be 
obscured. Sales promotion as a function is 
the driving force of the whole selling divi- 
sion. Its essence is the gestation of selling 
ideas. In this sense participation in sales 
Promotion becomes a general management 


function. This criticism is mitigated by the 
fact that the problems correlated with this 
chapter are well suited to the development 
of the broader aspects of the topic. 

All the textbooks in the field of sales 
management, including this one, fail to in- 
dicate clearly how management functions 
vary with the total selling problem. Direc- 
tion of route selling is, for example, obviously 
different from the direction of a force of 
specialty salesmen. The traditional organiza- 
tion of chapters tends to obscure this line 
of analysis. The familiar arrangement, with 
separate chapters devoted to such topics 
as recruiting, training, compensation, stimu- 
lation, territories and quotas, is used. This 
organization of material does not lend itself 
to the presentation of any one type of organi- 
zation in relation to its total problem. 

But much of the foregoing comment is 
gratuitous. It simply reiterates that the 
book does no pioneering. The author ap- 
parently did not intend that it should. He 
set out to correlate standard text material 
with suitable problems. The result is in no 
way startling but it is a good workmanlike 
job. 

Karu H. Krauskopr 
Ohio University at Athens 


Wor pb Trape, by Ethel B. Dietrich. New 
York: Henry Holt and Company, 1939, 
pp. 396 and appendices, $2.75. 


This book presents an unconventional 
treatment of the problems of foreign trade. 
In an excellent introductory chapter, Miss 
Dietrich states her thesis that world trade 
is not a static affair, but a continuous adjust- 
ment to changing economic and _ political 
patterns. In the modern world, ruled by a 
struggle for economic supremacy and the 
fear of war, the doctrine of comparative 
advantage and the philosophy of laissez 
faire and free trade can be no more than 
beautiful theoretical concepts. They can 
have no practical reality. And in such a 
world, foreign trade ceases largely to be a 
matter of bargaining among individual trad- 
ers. It becomes instead an integral part of 
national economic policies and subject to 
government participation and regulation. 
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In conformity with this thesis, the entire 
book is devoted to a consideration of the 
relationship of governments to interna- 
tional trade. It is divided into two parts. 
Part I, which deals with national economic 
policies, includes chapters on the role of the 
government, tariffs, import quotas, foreign 
exchange control, shipping and port policies, 
and export credit insurance. Part II, is 
concerned with international commercial 
policies, and contains discussions of com- 
mercial treaties, regional pacts, international 
groups, colonial trade, and raw materials and 
commodity agreements. Finally, there isacon- 
cluding chapter on world trade of the future. 

The treatment is largely factual; and 
whatever critical evaluation is attempted, 
is of a rather superficial nature. The explana- 
tion may, perhaps, be found in the fact that 
by sweeping aside the traditional theoretical 
concepts as irrelevant to a realistic world, 
the author has also destroyed the basis for 
critical evaluation. And as a result, the book 
fails to provide the reader with the tools 
required for a full understanding of the 
significance and implications of the various 
policies and techniques discussed. 

Moreover, the factual material is not 
always carefully selected nor well presented. 
For example, it seems unnecessary to devote 
better than two pages to a verbatim quota- 
tion of the regulations governing the expor- 
tation of tin plate, and to present them as 
typical of American export control. Offenses 
of this type tend to increase as the book 
proceeds and make the second part difficult 
to read. 

In the reviewer’s opinion, the merit of the 
book lies in the fact that it emphasizes 
problems which are frequently neglected in 
the conventional discussions of foreign trade. 
But because it ignores completely the role of 
private enterprise in international trade, it 
is unlikely to be suitable as a basic text for 
the usual course in foreign trade. 

S. G. WENNBERG, 
University of Missouri 


ConsuMER Protection, by Roger W. Bab- 
son and C. N,. Stone. New York: Harper 
and Brothers, 1938, pp. viii, 207, $2.50. 


This volume, intended as a handbook for 
the consumer movement, proposes a pro- 
gram for the establishment of a society of 
plenty. The present economy of scarcity is 
characterized by failure to reduce prices as 
the volume of production increases. The 
demand for business profit is said to lead 
to an excess of price over cost and thus a 
deficiency of consumer buying power. This 
situation is not helped by strong labor unions 
which sooner or later connive with business 
to overcharge the consumer, as in the build- 
ing trades. 

Formerly business was pulled out of de- 
pression by additional purchasing power 
which was created by the expansion of new 
capital goods industries because while being 
developed they added “‘to the distribution 


of wages without adding to the load of 


consumers’ goods which wage workers must 
absorb.” This cannot happen today be- 
cause “the world now feels a lack of raw land 
to settle, natural resources to exploit, and 
backward peoples to cultivate. There has 
been plainly in evidence a long-term trend 
toward the drying up of the investment area 
and a corresponding pinch- out of the per- 
centage of business profit.” 

Consumer protection must come from 
active organized effort to force business to 
lower prices. It is held that this will encour- 
age mass production and raise the real 
incomes of all classes of people. The alter- 
native, feared by the authors, is an attempt 
by business to socialize losses, which may be 
the cause of inflation and fascism. 

The authors believe that business pros- 
perity depends upon the “sabotage”’ of the 
consumer through the process of “inflation” ; 
or its equivalent, a decrease in consumers’ 
real incomes. The price inflation pictured 1s 
not necessarily classical in type but may be 
called “secret” if due to the expansion of 
consumers’ credit in contrast with bank 
credit, or it may also result from “‘merchan- 
dise inflation.” The latter form of inflation 
is the result of adulteration, misrepresenta- 
tion in packaging, in consumer services 
rendered by some middlemen, and in high- 
pressure selling. 

A vigorous attack is made upon “‘institu- 
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tional” and misleading advertising which is 
“corrupting the consumers’ intellect and 
character.” The authors seem to feel that 
this form of inflation is a serious menace and 
that it is a form of “short-weighing” the 
consumer which cannot be detected by any 
series of statistical data now in existence. 
They suggest that the Babsonchart and other 
business barometers must be rebuilt “‘to 
include services with goods and to sift out 
those goods and services which are useless 
or harmful.” The consumer is given a num- 
ber of specific recommendations for hedging 
against merchandise and credit inflation. 

The book is written in a fresh and vigorous 
style and may lead the reader astray in its 
bitter criticism of metropolitan life, adver- 
tising and marketing methods, even though 
the authors frequently caution the reader 
that some types of advertising, e.g., the 
mail order catalogue, are beneficial to him. 
The attitude toward advertising may be 
considered a forceful argument for more 
marketing research in consumer preferences. 
It is difficult to disagree with the suggestion 
woven throughout the text that any ma- 
terial saving in distribution costs must be 
derived from a change in consumers’ buying 
habits. 

The book should prove provocative to all 
classes of readers and is a contribution to the 
formation of a ‘Consumers’ Front.” Since 
it covers a wide field of debatable subjects, 
it may be found stimulating supplementary 
reading in college courses. The important 
subjects of grading and government regula- 
tion of marketing methods are not discussed. 
There is an absence of quantitative data and 
sufficient evidence to support many unor- 
thodox suggestions, such as one that city 
populations should be disenfranchised 

Rospert J. SCHNEIDER 
Rensselaer Polytechnic Institute 


Retaitinc—Principles and Practices of Re- 
tail Buying, Advertising, Selling, and 
Management, by G. Henry Richert. New 
York: The Gregg Publishing Co., 1938, 
Pp. XV, 432, $2.00. 


The enactment of the George-Deen law 
Providing for the distribution of modest 


amounts of federal money to the various 
states for the encouragement of vocational 
training in retailing and other distributive 
trades has stimulated several types of ac- 
tivities. Training under the terms of the 
act has been introduced in over 400 cities 
and towns, and at least 100,000 young men 
and women, the majority already employed 
in retail store work, are now said to be 
attending classes or courses organized under 
the stimulus of this Act. Not the least of 
these activities has been the publication of 
several excellent textbooks and teaching 
manuals intended for students and trainees 
in retailing of which Richert’s Retailing is 
one of the best. 

This book treats of retailing, especially as 
carried on in department stores, in a com- 
prehensive but elementary manner. It is well 
organized, clear and readable. Its excel- 
lences are likewise its weaknesses. There 
is scarcely any activity carried on in present 
day department store operation that is not 
mentioned, but the necessary brevity in 
treatment of each topic in a volume of this 
size leaves an open question as to whether 
the student or beginning reader might not 
be better off if he or she had studied fewer 
topics and these more intensively. The an- 
swer, so far as schools and classes are con- 
cerned, will depend upon how the teacher 
uses the text. 

Training in retailing in this country is 
likely to follow the same lines of progress as 
it already has in England and other Euro- 
pean countries. In the beginning of voca- 
tional training in those countries there were 
general courses of instruction attempting to 
cover everything. Later, it was generally 
agreed that the value of such training had 
its limits and that the students’ interests 
might be advanced by specialization in 
study, first, according to branches of retail 
trade (such as of foods, apparel or home 
furnishings) and, later, according to the de- 
gree of advancement of the student, with 
suitable text aids presenting subject matter 
paralleling the common progress of the stu- 
dent in actual experience. 

Retail training in this country has, as 
yet, scarcely progressed beyond the first 
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stage. Mr. Richert’s textbook is an excellent 
manual both for students and teachers for 
this stage. The textual material has been 
admirably supplemented by illustrations and 
numerous teaching aids. The student or 
teacher desiring to carry his readings beyond 
the text will find at the end of each chapter 
and at the close of the book excellent bibli- 
ographies. Each chapter is followed by sim- 
ple questions and points for discussion as 
well as problems and projects. Special em- 
phasis is secured on the definitions of terms 
used in the book under the heading ‘Word 
and Phrase Study” at the end of each chap- 
ter. Heads of vocational training schools as 
well as teachers desiring a simple, well- 
planned textbook covering all of the prin- 
ciple operations of retailing in a single 
volume especially prepared for beginning 
students would do well to consider this book. 
Paut H. Nystrom 
Columbia University 


An ANALYSIS OF THE Retait Trapino RE- 
LATIONSHIPS OF ELGIN, ILLINOIS, A SATEL- 
LITE City, By Eaton Van Wert Read. 
Chicago: University of Chicago Press, 
1938, pp. 87, $1.00. 


This monograph is particularly concerned 
with a special case of the flow of retail trade, 
that involved in a situation in which one 
shopping center, Elgin, Illinois, is located 
near one many times greater in size, Chicago. 
The approach is from three angles: the 
retail interrelationships of Elgin and its 
tributary area, those of that area and Chi- 
cago, and those of Elgin itself and Chicago. 

Elgin, Illinois has a population of about 
36,000 and is situated 38 miles northwest of 
Chicago. It is connected with that city by 
frequent steam and electric railway service, 
a through-bus line, and a four-lane highway. 
Surrounding Elgin is a fertile farming area 
containing many smaller towns and villages 
which are interconnected by a network of 
paved roads. 

The study is based on three different 
statistical analyses: 8,412 special sales tick- 
ets made out by clerks in 43 departments of 
24 Elgin retail establishments during the 
week of May 17-22, 1937; a survey through 


the parent-teacher organizations of 416 El- 
gin families; a mail questionnaire of 440 
cards returned by persons residing in the 
territory within Elgin’s primary retail trad- 
ing area. 

The chief difficulty of the study is the lack 
of a cohesive statistical basis for bringing 
the results of the three separate studies to- 
gether into one integrated whole. The author 
points out the value of the correlation pro- 
cedure to measure various influences on the 
flow of retail traffic and has prepared several 
coefficients, but unfortunately was unable 
to apply over-all correlation measurements, 
multiple or partial, which would yield a set 
of integrated, basic principles. 

Some of the more important factual re- 
sults of the study are the following: 1. 
Outline of Elgin’s primary and competitive 
trading areas; 2. Measurements of the den- 
sity of purchase obtained by dividing the 
number of purchases made in Elgin by 
residents of surrounding towns during the 
test week by the estimated total post-office 
population of each town; 3. Some broad 
generalizations regarding the differences in 
the size of the trading area for different com- 
modities; 4. Outside consumers accounted 
for 27.3 per cent of all purchases in shopping 
lines with an average purchase of $6.41 
against $4.53 by Elgin residents; 5. A rela- 
tively greater tendency for people i in higher 
income groups, families regularly reading 
Chicago newspapers, persons owning newer 
automobiles, and those in the professional, 
office-worker, and executive occupations to 
travel to Chicago for the purpose of making 
purchases. 

Lynpon O. Brown 
Northwestern University 


APPLICATION OF THE INTERVIEW METHOD 
TO A TRADING AREA SurRVEY OF STILL- 
WATER, OKLAHOMA, by Perham C. Nahl. 
Stillwater, Oklahoma: Oklahoma Agricul- 
tural and Mechanical College, 1939, pp- 41. 


This well organized monograph reports 
the techniques used and the results obtained 
in an application of the interview method to 
a retail trading area survey. Some of the 
economic characteristics of the locale are 
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first considered. Problems of technique, such 
as route planning to secure a fair sample, 
preparing and administering the question- 
naire, and training the interviewers, are 
then developed. The method of treating 
these problems, as well as the carefully 
worked out instructions for the interviewers 
and tabulators, given in detail in Part Three, 
should be of much interest to those teachers 
who may wish to make a similar survey. 

In the conclusion, Part Four, Professor 
Nahl has considered some of the more im- 
portant data from the questionnaires. His 
method of analyzing specific problems, such 
as shifts in the trade zone since 1935 and 
their probable causes, radio coverage and 
newspaper circulation, influences attracting 
trade, and the distances traveled by farmers 
to purchase different products, is particu- 
larly good. The analysis of the data is un- 
biased and pertinent to a study of this type. 

Fifteen maps, five tables, and three ex- 
hibits judiciously selected accompany the 
textual discussion. The text material ap- 
pears crowded on the page largely due to 
the narrow margins and single-spaced lines. 
Allowing wider margins and double-spacing 
the lines would make the written matter of 
the monograph more consistent with the 
open style of the maps. In the final section 
of the monograph, Part Five, Professor 
Nahl has given an evaluation of the study, 
covering such points as student attitude 
toward the survey, the value of the study to 
business men, and the costs involved. 

This study contributes to the growing 
body of methodology of teaching marketing 
subjects by (1) bringing to our attention 
again the eagerness with which students 
participate when collecting and interpreting 
marketing data are included as a part of 
their training, (2) showing the advantages 
to all concerned of a closer tie-up between 
the class room and business in providing 
direction and research facilities for the busi- 
ness community, (3) developing, refining, 
and perfecting research technique that may 
be added to the ever-growing fund of in- 
formation in the field of marketing research. 

AustIN S. BRATCHER 
University of Arizona 


TRADE IN FRESH AND FROZEN FISHERY 
Propucts AND RELATED MARKETING 
CoNSIDERATIONS IN THE SAN FRANCISCO 
Bay Area, by Barton DeLoach. Wash- 
ington: United States Government Print- 
ing Office, 1938, pp. 51, $.10. 


Mr. DeLoach’s study, the eleventh in a 
series undertaken by the United States 
Bureau of Fisheries, “was made for the 
purpose of providing market information 
relating to the supply of fresh and frozen 
fishery products, to marketing channels, to 
the nature of the consuming market for 
these products, and to the trade practices 
and problems of the industry.” 

The report is well written, logically ar- 
ranged, and attains the purpose set forth. 
The statistical information contained in the 
fourteen tables, and the descriptions of the 
marketing procedure practiced by the San 
Francisco Bay seafood middlemen are valu- 
able not only to men actively engaged in 
seafood marketing, but also to those inter- 
ested in seafood market research. 

After a summary of findings relating to 
supply, to the wholesale market, to the 
retail market, and to the nature of the con- 
suming market, the report proper com- 
mences with detailed information concerning 
sources of supply. Production statistics, and 
tables giving landing and cold-storage hold- 
ings figures by months follow. A flow chart 
showing the trade channels is followed by a 
description of the types of middlemen op- 
erating in the area together with a descrip- 
tion of the various marketing services which 
they perform. Consumer demand is analyzed 
as to the most favored species, frequency of 
purchase, average unit purchase, and buying 
motives. 

Mr. DeLoach presents twelve recommen- 
dations which concern increasing volume in 
order to utilize plant and equipment to 
capacity, conserving the rapidly disappear- 
ing fishing grounds, standardizing shipping 
containers in order to reduce claims for 
damage, and expanding the market by an 
intensive cooperative campaign. 

Geo. H. SEFrEROvICH 
Loyola University 
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A Worxsook ror Retail, BuyInG AND 
MarketTInoG, by John W. Wingate, Elmer 
O. Schaller and Irving Goldenthal. New 
York: Prentice-Hall, 1939, pp. vi, 134, 
$1.25. 

This workbook covering problems in retail 
buying and selling consists of fifty assign- 
ments which are of three general types: 
exercises, cases, and projects. 

The exercises, which are to be completed 
by the student from knowledge obtained 
through text and supplementary readings, 
include studies in retail organization, con- 
sumer cooperatives, the chain store and 
super-markets. One assignment is devoted 
to the chain store controversy, and a few 
are devoted to the techniques of writing 
orders, determining costs and discounts. 

Cases are in the form of hypothetical 
buying and sales problems which require the 
student to present an analysis of the prob- 
lems in order to determine “best” or alter- 
nate solutions for a particular situation. 
Cases in exclusive agency, private versus 
nationally advertised brands, technique of 
merchandise selection and buying and sales 
analysis are presented. 

Projects are of the type that require the 
student to make independent local studies 
of retail establishments for the purpose of 
analyzing individual store policies and retail 
situations. Testing merchandise, checking 
sales clerk knowledgeand studyinglocal prob- 
lems such as price stabilization and price fix- 
ing are some of the assignments presented. 

The project method employed by this 
handbook concurs with progressive educa- 
tional theory of learning techniques. The 
student is given a creative role which makes 
it possible for him to learn by doing. It is 
commonly accepted in educational circles 
that the information he acquires by direct 
contact with his environment will have more 
significance and will remain longer with him 
than that which is presented merely through 
lectures and text book reading. The student 
is given this opportunity to observe mer- 
chandise and selling techniques in local 
stores, to draw conclusions from his observa- 
tions, and present constructive suggestions 
of his own. 


While this workbook has been designed to 
accompany Buying for Retail Stores by 
Brisco and Wingate (Prentice-Hall), it will 
be found valuable as case and project ma- 
terial for any course in retailing. 

Lorenzo Atva McHenry 
Chico State College 


Co-oPERATIVES IN America, by Ellis Cowl- 
ing. New York: Coward-McCann, Inc., 
1938, pp. 206, $2.00. 


The implications of the title are not borne 
out in the plan and content of the book. The 
first six chapters, more than one-third of the 
book, deal with the European origin and 
development of cooperation; the other eight 
chapters consider the history and status of 
the movement in America. 

The author is not quite clear as to whether 
all cooperative purchasing is consumers’ co- 
operation. It is evident that he leans to 
this belief, however, although he recognizes 
the supposedly “eternal” conflict between 
man as producer and man as consumer. In 
this stand he reflects the attitude of his 
employer, an associated unit of the Ohio 
Farm Bureau Cooperative Association. This 
position is that cooperative marketing, in- 
cluding subsidiary cooperative purchasing, 
is essentially producers’ cooperation; that 
cooperative purchasing of production and 
ultimate consumption goods need not be a 
differentiated function. 

The book is popularly written, is highly 
favorable to the cooperative ideology, and 
is aimed at the solution of our economic 
problems by the consumer avenue—i.e., the 
consumers’ purchasing power. The leak is 
not intended as a textbook, is over-lapping 
in organization and does not deal with the 
distributive policies and problems of co- 
operatives except by pointing out the neces- 
sity of credit control. It takes for granted 
high ethical standards of cooperation and, 
by implication and statement, the relatively 
low standards of private enterprise. 

Orin E. Burney 
Ohio State University 
edited 


CanaDIAN MarKETING PROBLEMS, 


by H. R. Kemp. Toronto: The University 
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of Toronto Press, 1939, pp. vill, 152, $2.50. 

(Obtainable in U. S. through the Univer- 

sity of Chicago Press). 

The ten essays in this book are based on 
material presented in a series of lectures 
given at the University of Toronto and 
marking the formal addition of the subject 
of marketing to the regular courses offered 
by that institution. The essays deal with a 
variety of topics from the viewpoint of 
either the economist who is concerned with 
“the economy at large—the general good if 
such a vague concept may be admitted” or 
the “‘marketing’” man who “seems to deal 
more with individual businesses than with 
the economy as a whole.” 

The economist’s interest in marketing is 
represented by essays on Commerical Policy, 
Resale Price Maintenance and to a consider- 
able extent also in the chapters on Foreign 
Trade, Recent Development in Co-operative 
Marketing and Aspects of the Pricing Prob- 
lem. Marketing men will be chiefly interested 
in such essays as an excellent one by Dr. D. 
R. G. Cowan entitled Improving Merchan- 
dising and Marketing Methods through Re- 
search, and New Problems in Advertising 
by the executive of a Montreal advertising 
firm. The former deals with customer selec- 
tion and, in broader terms, what the sales- 
man may do to increase his orders. The latter 
considers the functions of an advertising 
agency and summarizes a valuable study of 
the problems involved in selling apples. An- 
other chapter, Retailing from the Con- 
sumer’s Point of View, is based on an 
investigation into the purchase of shoes 
in a Canadian city. The Chief of the Internal 
Trade Branch of the Dominion Bureau of 
Statistics contributes an important article 
on the use of census data by manufacturers, 
advertising agencies and magazines, the 
limitation of the data, the effect of popula- 
tion changes on distribution and so on. The 
advertising manager of an implement firm 
discusses the Farm Market in a realistic 
manner. 

Few of the essays break new ground to 
any considerable extent but they all con- 
tribute to clarifying existing knowledge and 
relating it to Canadian conditions. American 


readers will doubtless be impressed by the 
similarity in marketing problems between 
the United States and Canada. It is unfor- 
tunate that more attention has not been 
given to such peculiarly Canadian topics as 
the French-Canadian market and experience 
with the Natural Products Marketing Act 
of the Dominion and later of the British 
Columbia government. Perhaps, however, 
this is too much to ask for in the first book 
devoted entirely to the subject of marketing 
in Canada. The book is welcomed as a 
significant contribution to a hitherto neg- 
lected field of study in this country. 

A. W. Currie 

The University of British Columbia 


INTERNATIONAL ComBINnEs IN Mopern In- 
pustTRY, 2nd ed., by Alfred Plummer. 
New York: Pitman, 1938, pp. 1x, 302, 
$3.50. 

This is a very comprehensive and fascinat- 
ing treatment of international cartels, con- 
cerns, trusts and holding companies. It con- 
tains a rich mine of information about 
international combines in such fields as steel, 
zinc, tin, potash, copper, sugar, explosives, 
matches, rubber, rayon, cotton thread, auto- 
mobiles, electrical goods, air transport, tele- 
phone, cable, and radio, as well as numerous 
others. 

Some of these combines have attained a 
colossal size, for example, Unilever through 
its two supreme holding companies (the 
Unilever Ltd., and Unilever N. V.) controls 
600 companies; or the Kreuger and Toll 
organization—‘“‘a trust with world-wide ram- 
ifications which secured the grant of match 
monopolies by making or guaranteeing loans 
to governments” ... to such an extent “as 
to make a profound impression on the bal- 
ance of international payments... .”; an- 
other combine, the Electric and Musical 
Industries Ltd., has some 50 units in I9 
countries scattered throughout four contin- 
ents (Europe, Asia, Africa and Australia). 
Many other organizations, equally impres- 
sive, are discussed. 

International combines are divided into 
two distinct classes—(1) International Car- 
tels (including international output agree- 








98 


THE JOURNAL OF MARKETING 





ments), and (2) International Concerns, 
Trusts, and Holding Companies (including 
national combines with international ramifi- 
cations). The reasons for the formation of 
either group are, “‘(a) the economic necessity 
of keeping productive plants fully and regu- 
larly employed, (b) the desire to escape 
severe competition, price cutting and so 
forth, and (c) the desire to substitute cer- 
tainty for the uncertainty of business as 
previously conducted.” 

As regards markets, tariffs, and quotas 
most international combines, and more es- 
pecially the cartels are strongly tainted with 
protectionism, being used frequently to pro- 
tect producers of each country by securing 
the home market from foreign competition 
and as a means of eliminating ruinous com- 
petition in foreign markets. However, no 
definite conclusions were thought possible 
regarding the effects of international com- 
binations upon tariffs and tariff policies. 
On the other hand, output and/or export 
quotas are generally used and are as impor- 
tant as they are troublesome. This is true 
both in the initial stages and at times of 
revision necessitated by the arising of new 
producers in either ‘reserved’ or the ‘unre- 
served’ countries, by tariff changes, etc. 

Other effects, tendencies, and future pros- 
pects of these combinations are discussed at 
considerable length. The usual advantages 
of large scale organization such as the cur- 
tailing of waste, stabilization of prices and 
production, giving consumers good value, 
and the employees good working conditions 
are contrasted with the dangers or opposite 
effects. The increasing influence in politics 
of such organizations especially in the arma- 
ment and air transport fields is notable. 
The complex international ramifications are 
shown to complicate the regulation of these 
organizations. 

However, Dr. Plummer feels that control 
may be exercised, “(a) from within the 
combines; or (b) from outside; or (c) through 
some blend of internal and external control.” 
But the limitations of these methods are so 
great that he recommends that “‘a first, and 
very important, step might very well be the 
development of a careful, adequate, and 


courageous system of publicity by a central 
international body, such as the League of 
Nations.” 
Oscar K. Dizmanc 
Whitworth College 


B.—ABsTRACTS OF ARTICLES FROM THE 
ScIENTIFIC JOURNALS AND NoTEs 
ON PAMPHLET MATERIALS 


By Reavis Cox, University of Pennsylvania 


THe SMALL RETAILER: AN APPRAISAL, by 
Paul T. Cherington. From the Harvard 
Business Review, Spring, 1939, pp. 326-330. 


Discussions of operating scales have been 
concerned chiefly with the dangers inherent 
in permitting operation of business on too 
big a scale. In retailing, the real danger is 
that of letting the business be too small. 
The dangers of monopoly presented by 
large-scale retail enterprises are negligible 
when compared with the huge and futile 
cost of retail operation on a wastefully and 
incompetently small scale. If there is a prob- 
lem, it is whether the very small stores, 
which may have been justified in days of 
poor transportation, have not become obso- 
lete. Probably the best solution would be to 
eliminate the small retailers; but social 
expediency dictates otherwise, and the most 
feasible solution probably lies in developing 
cheaper ways of operating and servicing 
these small stores. 


Tue Cost Concept AnD Economic Con- 
TROL, by Robert W. Harbeson. From the 
Harvard Business Review, Spring, 1939, 
pp. 257-270. 

A marked increase in the extent to which 
cost is used as the standard of reference for 
governmental price control may be attrib- 
uted to: (1) Technological changes which 
have made conditions of imperfect competi- 
tion typical throughout industry. (2) An 
increasing number of appeals for price con- 
trol legislation. If an acceptable social policy 
is to be evolved, the foundation of such 
legislation must be an economic or functional 
concept of cost, rather than an accounting 
concept. Only in this way can due recogni- 
tion be given to such factors as the restricted 
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réle of cost in short-run price determination, 
the social desirability of some price reduc- 
tions which are made without reference to 
total unit cost, variations in costs among 
producers, and the indeterminacy of total 
unit costs where joint or overhead costs are 
involved. Each of four laws here examined 
(the Tennessee Valley Authority Act, the 
Robinson-Patman Act, the Merchant 
Marine Act, and the Bituminous Coal Act) 
has important shortcomings which result 
in large part from the adoption of an ac- 
counting rather than an economic point of 
view. 


Costinc Prosiems Posep By THE RoBin- 
son-Patman Act, by Ralph D. Cies. From 
the Harvard Business Review, Spring, 1939, 
PP- 350-355. 

In pricing under the provisions of the 
Robinson-Patman Act, sellers face three 
major problems of cost accounting: (1) De- 
termination of grade and quality differences 
as a justification of price variations, a prob- 
lem complicated by such factors as variations 
in cost of raw materials from time to time, 
the allocation of costs between perfect goods 
and imperfect ones or “‘seconds,”’ the alloca- 
tion of costs to joint products, and the fact 
that demand, as well as cost, influences the 
prices which can be charged (2) Fixing and 
establishing quantity limits on which to 
grant price differentials, a problem com- 
plicated by the difficulty of justifying dif- 
ferentials between customers who are almost 
alike but on opposite sides of a boundary 
separating two quantity brackets. (3) The 
establishment of proportionately equal 
terms, a problem complicated by the ex- 
pense of using cost data to justify price 
differences in every individual case. 

Congress, in passing the Robinson-Patman 
Act, failed to consider the facts that there 
is no mathematical way of determining true 
cost and that all cost data rest on opinion 
and judgment. The Federal Trade Commis- 
sion has not recognized the existence of this 
element of judgment in all cost data, or ad- 
mitted that reasonable differences of opinion 
can exist, or made a study of cost accounting 
to indicate what procedures will be legally 


recognized as establishing cost differences. 
It appears that manufacturers must proceed 
on a trial basis and incur the penalty of the 
law for their errors. 


Wuen Consumers Buy at ‘WHOLESALE,’ 
by Gerald B. Tallman. From the Harvard 
Business Review, Spring, 1939, pp. 339- 
349. 


Sales of products to consumers at special 
prices or discounts not widely publicized 
and given only to those who “know their 
way about” the market or have special con- 
nections, probably account for from 1} to 2 
per cent of the retail trade of metropolitan 
Boston. The special discounts are given by 
many types of vendors through many types 
of connections and may range from Io per 
cent to 50 per cent. Approximately two- 
thirds of the families interviewed have 
bought some goods at special discounts not 
generally available to consumers; but the 
proportion of families doing so is much 
greater among high-income than it is among 
low-income families. These discounts are 
undesirable because they make for unsocial 
discriminations among buyers and tend to 
disrupt normal business relationships. They 
are probably inevitable, however, as long as 
wide margins are sustained by inflexible 
elements in the marketing organization. 


Urpan Retattinc 100 Years Aco, by 
Ralph M. Hower, From the Bulletin of the 
Business Historical Society, December, 
1938, pp. gI-Iol. 

Prior to 1800 the typical mercantile enter- 
prise handled many lines of merchandise 
and combined importing, wholesaling and 
retailing, together with such functions as 
transportation and banking. During the first 
half of the nineteenth century, the tendency 
in marketing was toward specialization, ap- 
parently because the problems raised by the 
rapid growth of markets and the growing 
requirements for capital forced specialization 
upon merchants as a condition of success. 
The result was a division of retail trade in 
the larger towns among a large number of 
small, narrowly specialized stores, located 
in small and unattractive quarters, employ- 
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ing chiefly men clerks (who received meager 
wages for days of 13 to 16 hours), using many 
sharp practices in trading, and doing very 
little advertising. Toward the middle of the 
century, the tide turned away from speciali- 
zation and led, in the course of time, to the 
large department stores, chain stores and 
mail-order houses, which carried diversified 
lines of goods and combined the work of 
wholesalers and retailers but were based 
upon a high degree of specialization by 
employees within the enterprise. This 
development probably resulted from the 
obvious economies to be gained from large- 
scale operation as soon as large units became 
feasible from the consumer’s point of view 
through the growth of cities and the develop- 
ment of transportation within these cities. 


Cuain, VOLUNTARY CHAIN, AND INDEPEND- 
ENT Grocery SToreE Pkices, 1938, by 
Charles F. Phillips. From The fournal of 
Business of the University of Chicago, 
January, 1939, pp. 24-29. 

A survey of the grocery stores in five towns 
in central New York State in October, 1938, 
revealed that on well-known, packaged items 
the chain store is underselling both the 
independent and the voluntary chain stores. 
A comparison with similar prices collected 
in 1930 and 1934 shows that the independ- 
ents have improved their price position 
substantially since 1930, so much so that it 
is doubtful whether any further improve- 
ment is possible without abandonment of 
credit and delivery service. A surprising 
revelation of the 1938 survey was that both 
the chains and the independents were under- 
selling the voluntary chains on the items 
checked. 


MAINTENANCE OF RESALE Prices By MANu- 
FACTURERS, by Ralph Cassady, Jr. From 
the Quarterly Fournal of Economics, May, 


1939, PP- 454-464. 


The immediate effects of “‘fair-trade’”’ laws 
seem to be that individuals who habitually 
buy contract items from price cutters are 
affected adversely because of price increases; 
that those who habitually buy contract 
items from neighborhood stores gain slightly 


because of price reductions; and that those 
who habitually buy substitutes for nationally 
advertised products are not affected one 
way or the other. Resale price maintenance 
tends to accentuate the monopoly elements 
already present in the retail structure by 
preventing stores from setting lower prices 
to offset unfavorable locations or to reflect 
lower operating costs; by leading to group 
pressure from retailers upon manufacturers 
for margins large enough to cover the ex- 
penses of high-cost distributors; and by 
tending to keep non-advertised items out of 
independent channels of distribution. Al- 
though the always-high price differentials 
between contract and non-advertised items 
in merchandising stores tend to be increased 
by price maintenance, few distributors seem 
to be willing to undertake the task of in- 
forming consumers aggressively about the 
lower-price substitutes. There is some evi- 
dence that business has not been shifted 
from chains to independents by these laws. 
Fundamentally most of the inflation of 
prices for advertised goods is based upon 
consumer ignorance of quality and can be 
kept within bounds by consumer education. 


RuNNING COMMENTS ON OTHER ARTICLES 


Two special compilations of papers pre- 
sented before the various meetings at De- 
troit in December will be of interest to 

marketing men. A few of these papers are 
available in various journals; but most of 
them not have not been published at all 
or have been published only as brief sum- 
maries. 

One of these carries the title Papers on 
Price Policy and was issued in mimeographed 
form by the Conference on Price Research 
of the National Bureau of Economic Re- 
search. It includes 13 papers presented be- 
fore the American Economic Association, 
the American Statistical Association, and 
the American Association for Labor Legisla- 
tion on a group of related topics, such as 
“administered” prices and their significance, 
price flexibility and price stabilization, the 
theory of monopolistic competition, cut- 
throat competition, the Robinson-Patman 
Act and its influence, the influence of re- 
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ductions in price upon consumption, and the 
relation between wage “rigidity” and price 
“rigidity.” 

The other compilation has been printed 
by the General Motors Corporation under 
the title The Dynamics of Automobile De- 
mand. \t includes papers presented before 
two joint meetings of the American Statisti- 
cal Association and the Econometric Society 
at which four speakers discussed the results 
of a careful statistical survey of the elasticity 
of the demand for passenger automobiles in 
the United States. 

The Winter, 1939, issue of Law and Con- 
temporary Problems offers a symposium on 
“The New Food, Drug, and Cosmetic 
Legislation.” Nine articles are offered, six by 
lawyers and three by laymen. Three of the 
articles summarize the provisions and legis- 
lative history of the Food, Drug and Cos- 
metic Act of 1938 and consider some impor- 
tant technical problems of administering and 


enforcing it. One discusses the control of 


advertising instituted by the Wheeler-Lea 
Act. Two appraise the new legislation from 
the point of view of the drug, cosmetic, and 
food industries. Two discuss the consumer’s 
interest in the new legislation. One gives a 
brief summary of State food, drug, and cos- 
metic legislation. 

Current Legal Thought for January, 1939, 
offers several abstracts of articles in various 
law reviews grouped together as a ““Sym- 
posium on Trade Regulation.” The topics 
covered include practice before the Federal 
Trade Commission, the operation of the 
fair-trade acts, the new food and drug legis- 
lation, various types of unfair competition, 
restraints on the exhibition of motion pic- 
tures, and the status of non-contracting 
dealers in interstate commerce under the 
Miller-Tydings Act. 

Marketing men will also be interested in 
the magazine’s section on “Judicial Trends,” 
which analyzes recent judicial decisions con- 
cerning brokerage allowances under the 
Robinson-Patman Act, the issuance of retail 
trading stamps under the fair-trade acts, 
and the status of “Shredded Wheat” as a 
trade name. 

Paul F. Lazarsfeld served as guest editor 


of The fournal of Applied Psychology for 
February, 1939, which was devoted to a dis- 
cussion of “Radio Research and Applied 
Psychology.” Nearly 20 articles (most of 
them by members of the Princeton Radio 
Research Project directed by Dr. Lazars- 
feld) discuss some of the ways in which 
the techniques of applied psychology are 
being used to answer such questions concern- 
ing radio broadcasting as: To what degree 
are people willing to accept the message? 
What is the best specific form in which to 
put it on the air? With what potentialities 
and limitations must one reckon in using 
radio rather than another medium of com- 
munication? To what extent has a message 
reached its mark? 

The specific topics taken up in individual 
articles include indexes of “‘radio-minded- 
ness,” listener attitudes, techniques of re- 
search into the effectiveness of radio 
programs or parts of programs and of radio 
advertising, questionnaire techniques, and 
the use for radio research of data collected 
incidentally in surveys made for other 
purposes. 

Joseph H. Appel offers a considerable 
number of interesting details, in part from 
his own experience, about the development 
of the John Wanamaker business in an 
article on ‘Reminiscences in Retailing” 
printed in the Bu/letin of the Business His- 
torical Society for December, 1938. 

Willard L. Thorp, writing in the American 
Economic Review for March, 1939, on 
“Changing Distribution Channels,” presents 
statistical materials which will be quite 
familiar to specialists in marketing; but his 
article will be of interest for its thesis that 
“mass distribution is primarily dependent 
upon price competition for customers to 
capture and hold its market’”’ and its con- 
clusion that this circumstance places a 
definite limit upon present trends “both as to 
the decline of the wholesaler and the rise of 
the mass distributor.” 

Warren F. Hickernell’s article ““An Index 
of 10 Commodities, Monthly, 1815-60, in 
the New York City Wholesale Markets,” 
published in the Yournal of the American 
Statistical Association for March, 1939, will 
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be of interest to anyone who has occasion to 
consider the movements of prices during the 
first half of the nineteenth century. 

Kenneth Dameron offers a relatively con- 
densed description of the complicated 
group of “organizations, activities, and at- 
titudes” commonly summed up under the 
phrase “the consumer movement” in an 
article bearing the title ‘““The Consumer 
Movement” published in the Spring, 1939, 
issue of the Harvard Business Review. 

Suggestions as to some things that might 
be done to make international comparisons 
of cooperative enterprises easier and more 
reliable are made by G. Fauquet in an 
article on “The Diversity of Co-operative 
Institutions and their Classification,” in the 
International Labour Review, for April, 1939. 

An excellent illustration of the difficulties 
which may stand in the way of setting ac- 
curate standards of quality and uniform 
testing methods for commodities in common 
household use is offered in a highly technical 
paper published in the Yournal of the Ameri- 
can Statistical Association for March, 1939: 
“Biostatistical Problems Involved in the 
Standardization of Liquid Household In- 
secticides,” by F. L. Campbell, George W. 
Snedecor, and W. A. Simanton. 

Herman S. Hettinger describes the prob- 
lems which arise (and the techniques and 
organizations used to solve them) in the 
marketing of radio services to listeners and 
advertisers in an article on ‘““The Marketing 
of Radio Broadcasting Service,” appearing 
in the Spring, 1939, issue of the Harvard 
Business Review. The article describes the 
marketing activities of broadcasting stations, 
networks, transcription companies, and such 
functional middlemen as advertising agen- 
cies, station representatives, program- 
building organizations, and talent bureaus. 

A discussion of proposals for legislation 
to control the production and marketing 
of milk in Great Britain is offered in an 
article by Ruth Cohen on ‘“‘Milk Policy and 
Milk Prices” in The Economic Fournal for 
March, 1939. It will be of interest to Ameri- 
can readers because of the remarkable extent 
to which the economic and political problems 
involved parallel those in this country. 


Edward A. Duddy concludes his discussion 
of “Financing the Distribution of Fresh 
Fruits and Vegetables” in the January, 1939, 
issue of The Fournal of Business of the 
University of Chicago. 


Notes ON PAMPHLET MATERIALS 


DIsTRIBUTION SERVICES AND Costs. A re- 
port issued by the Dometic Distribution 
Department Committee of the Chamber 
of Commerce of the United States. 


This report recommends that all those 
who take part in the distribution of goods 
and services: (1) Constantly study the needs 
and desires of customers. (2) Analyze thor- 
oughly the nature, scope, and cost of the 
services they now perform. (3) Take advan- 
tage of every opportunity to test all cost 
elements and methods of ascertaining them 
by comparisons with other distributors. 
(4) Oppose all restrictive legislation which 
would tend to hamper progress toward the 
development of better methods of distribu- 
tion and lower costs. 

Further recommendations are made spe- 
cifically to manufacturers, wholesalers, re- 
tailers, and consumers. Supporting the 
recommendations are condensed discussions 
of the scope and cost of distribution, the 
possibility of applying mass-production 
methods to distribution, the importance of 
distribution in providing employment, the 
distribution services and costs of manu- 
facturers, wholesalers, and retailers, and the 
part played in distribution by consumers. 


Printers’ InK Market Exp.orartions. 
New York: Printers’ Ink Publishing 
Company. 


This assembles under one binding seven 
maps selected from those which have been 
running in Printers’ Ink Monthly, together 
with the statistical data on which they are 
based. The maps give in graphic form data 
by states, counties, and cities concerning 
retail sales in 1935, the density of popula- 
tion, occupations, wired homes and cost of 
electric power, drug-store sales, and the 
wholesaling of machinery, equipment, and 
supplies. These materials will be useful 
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directly to marketing executives and re- 
search men and also as illustrative materials 
in many marketing courses. Copies are 
available from the publishers at $1.25 each. 


THE STRUCTURE AND STABILITY OF RETAIL 
TRADE IN BUFFALO, 1929, 1933 and 1935 
—Grocery Srores, by Edmund D. 
McGarry. Printed as a supplement to the 
University of Buffalo’s Statistical Survey, 
March, 1939. 


Using schedules from the censuses of 
1929, 1933, and 1935, Professor McGarry 
compiles a number of tables which throw 
light on the volume of grocery-store sales 
in Buffalo, the number of stores, the relative 
position of chains and independents, the 
mortality of independent stores, the dura- 
tion of ownership of independent stores, 
and the size of independent stores. Similar 
data are tabulated by census tracts within 
the city, as is a record of shifts in trade 
among the tracts. 


Arps TO TEACHERS OF RETAILING IN SECOND- 
ARY ScHoots, by Jack D. Weiner, under 
the direction of John W. Wingate. Pub- 
lished by the School of Retailing, New 
York University. (Mimeographed.) 


This report is based on materials taken 
from a recent study of the teaching of retail- 
ing in secondary schools made by the United 
States Office of Education. It is designed for 
teachers of such courses and offers in con- 
densed form suggestions as to the aims and 
objectives of retailing courses, the content 
of such courses, methods of teaching, the 
use of projects, and possible textbooks. 


REFERENCE Book or THE Meat Packino 
Inpustry: 1938. Chicago: Institute of 
American Meat Packers. 

Statistics on the production, distribution, 
and consumption of meat in the United 
States are here compiled. Along with them 
are published some miscellaneous facts and 
opinions on the meat packing industry, its 
Processes and products, and its place in the 
economic life of the country. The Institute 
can make copies available to really interested 
marketing men, but calls attention to the 


fact that the reference book is available 
generally in college libraries and in many 
public libraries throughout the country. 


C. Dicests or Some LEADING ARTICLES ON 
MARKETING FROM TRADE JOURNALS 


By Henry A. Burp, University of 
Washington 


CELLopHANE May Get Competitor IN 
Goopyear P.ioritm. From Advertising 
Age, April 3, 1939. 


The Goodyear Tire & Rubber Company 
is promoting Pliofilm as a packaging ma- 
terial competitive with cellophane. Pliofilm 
is odorless and tasteless and comes in clear, 
colored, or opaque types. It brings to pack- 
aging for the first time rubber’s natural 
proofness against moisture. It keeps inher- 
ently moist products from drying out and 
prevents moisture-hungry items from ab- 
sorbing dampness. It does not crack with 
temperature changes. 


CuHatin Stores Gain Despite HostI.e 
Laws, by Dr. Reinhold Wolff. From 4d- 


vertising and Selling, April, 1939. 


Legislative curbs have driven the national 
chain to a policy of store enlargement and 
consolidation, but have failed to arrest its 
merchandising progress. 

Chain tax laws and license statutes now 
total 24. Nevertheless, chains have shown 
more stability than independents, and large 
systems have been more successful than their 
competitors in absorbing the shocks of the 
1938 recession. 

The most common anti-chain laws are unit 
taxation laws. Chains with numerous small 
units with small volume and profits, such as 
food chains, are especially sensitive to unit 
laws. Evidences of consolidation,—e.g., the 
super-market—are prominent in this field. 
Large, high volume units can withstand unit 
taxes much more easily than small, low vol- 
ume units which must pay the same amount 
of tax. 

Drug chains are most affected by the “fair 
trade” type of hostile laws. However, it is 
doubtful if the effect will be permanent, for 
maintained margins almost invariably crum- 
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ble under the competition which always 
arises. 

Anti-chain laws have been relatively inef- 
fective and have acted more or less as a 
boomerang. However, there is every indica- 
tion of anti-chain activity in the future. 


Wuart Etse po Fituine Srations SELL? by 
Chester E. Haring. From Advertising and 
Selling, April, 1939. 

A great change has come about in the fil- 
ling station business in the past few years. 
With expansion by addition of new lines the 
name “service station” has become more 
appropriate. A survey of 8g filling stations in 
23 states shows overwhelming evidence that 
stations are now an important outlet for 
many manufacturers. 

Side lines of these 89 stations numbered 
149 different items. The most important are, 
of course, in the automotive field. The most 
common items with percentages of those in- 
terviewed handling them are: 


Tires 72% 
Spark plugs 56 
Batteries 5 
Auto light bulbs 44 
Anti-freeze 44 
Tubes 42 
Auto heaters 29 
Auto polish 28 
Fan belts 27 


These dealers think highly of these addi- 
tions to gas and oil sales. Some items bring 
a profit equivalent to a large volume of gaso- 
line sales. Many dealers have discovered 
the advisability of specializing in a few 
items that move rapidly and are profitable. 
Most stations select nationally known and 
advertised brands. 

The location of the station affects the ac- 
cessories stocked. Some states require filling 
stations to buy a license to sell accessories. 


CremMENSTONE—I1’s New. From Business 

Week, April 1, 1939. 

Architects complain about the difficulties 
inherent in the use of present precast con- 
crete shapes. There have been practically no 
standards of size and little assurance of uni- 
form quality. Only a handful of suppliers 
make more than a few shapes. 


The Cemenstone system of producing con- 
crete members will provide everything neces- 
sary for outer and inner walls, floors, and 
roofs, delivered to the job, ready to be put in 
place. Sizes are coordinated with structural 
steel sizes permitting as much latitude in 
architectural design as structural steel. They 
will be of the same sizes and quality the na- 
tion over, and will be manufactured in 
plants strategically located in every princi- 
pal community. Cemenstone Corporation 
will not, itself, manufacture; it will supply 
its patented equipment to qualified licensees 
who will operate under adequate safeguards 
for ensuring established standards of quality. 


THe Diamonp Matcu Company. 
Fortune, May, 1939. 


From 


Today, in most of the countries of the 
world, the match industry is a state-owned 
monopoly. However, the monopoly in the 
United States is a privately-owned enterprise 
that was begun in 1880, when ten of the 
largest match manufacturers incorporated 
the Diamond Match Company of Connecti- 
cut. Today, Diamond dominates the indus- 
try in the production of all three types of 
matches: the strike-anywhere, or kitchen 
match, the strike-on-box safety match, and 
the book match, cheapest to make and most 
convenient to carry. These items are made 
in Diamond’s four factories and in the fac- 
tories of subsidiary companies. 

Splints for its round wooden matches 
come from the 60,000-acre Diamond-owned 
tract of forest in Idaho and Washington. Di- 
amond mills cut the timber and ship the 
match blocks to the factories, where ma- 
chines turn out matches in one continuous 
operation. 

In the Sacramento Valley is a 209,000-acre 
Diamond tract that supplies lumber to 
Diamond’s sixty retail lumber yards in 
California. In New England, Diamond oper- 
ates twenty lumber yards that offer complete 
customer service—even to supplying free the 
services of an architect. The company also 
owns a 100-acre prune orchard, and it is one 
of the country’s largest distributors of paper 
napkins, toothpicks, clothespins, wax paper, 
picnic plates, and toilet paper. 
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Of Diamond’s 1937 net sales of $29,600,- 
000, matches accounted for 52%, lumber 
29%, woodenware and paper products 13%, 
and miscellaneous, mostly chemicals, 6%. 
The company deals in articles that are so 
cheap and so universally a necessity that 
their sales are little affected by depressions. 
Diamond has never passed a dividend. In 
1938, total assets were $34,000,000; current 
assets more than $28,000,000; current lia- 
bilities, $1,300,000. Of the assets, $10,000,- 
ooo were marketable securities, some of for- 
eign match companies. 

William A. Fairburn, president of the com- 
pany, is a recluse who rarely visits the New 
York office. His passion for avoiding pub- 
licity is legendary. His salary is $100,000 
yearly, with a guaranteed pension of $31,000 
a year. He is in supreme charge of the com- 
pany. 


ApvERTISING Meets War AND SuRVIVES, 
by Carl Crow. From Printers’ Ink, April 
6, 1939. 

A year ago last August war descended on 
Shanghai from the air, land, and water, but 
advertising continues—not, perhaps, as 
usual—but it is not destroyed. Business has 
suffered not only the usual losses of war but 
also the arbitrary and unnecessary restric- 
tions placed by the Japanese to destroy all 
trade but their own. 

Yet advertising continues to play the same 
part as before. Business volume is naturally 
less so newspaper advertising is also less, 
but many of the leading advertisers are car- 
rying on with smaller space. Cosmetics, beer, 
cigarettes, razor blades are all advertised as 
before. Most of the moving picture theaters 
are still running regularly. 

The most interesting development came 
in the outdoor field. Japanese established a 
strict censorship over the newspapers, even 
forcing them to publish prepared propa- 
ganda. Some papers suspended publication 
and the circulation of the others dropped 
sharply. The papers no longer covered the 
field and the result was an increased demand 
for outdoor boards. Dangers were increasing 
all the time but business was settling down 
to a war-time basis. 


It was the export managers safe at home 
that got jittery about business abroad. Con- 
tracts were cancelled and subsequently re- 
newed. But local advertisers trimmed their 
appropriations a little and sat back to see 
what happened. 

Japan will try to restrict the trade of other 
nations, but advertising will continue to play 
an important part in the trade of China. 
The most common restriction is a high tariff 
or an export license. Such devices are effec- 
tive with goods such as steel or cotton but 
not nearly so effective with goods that have 
established a wide consumer acceptance 
through advertising. American trade, more 
than any other, has been built on trade- 
marked brands. Hostile tariff walls and trade 
barriers may injure our foreign trade, just 
as the war in Shanghai has injured it, but 
these items will be the last to suffer. 


Can ApvERTISING CrEATE Monopoty? In 
A Sense Yes; But it Atso Buitps Com- 
PETITION, by R. E. Rindfusz. From 
Printers’ Ink, April 20, 1939. 


The statement has often been made that 
advertising tends to kill competition and to 
build monopoly. Advertising does create 
some monopolies, but it also creates com- 
petition. It builds desires, wants and mar- 
kets, and so produces something worth 
competing for. If the advertiser who did this 
creating job can most effectively continue 
to satisfy those wants, he comes very close 
to having a monopoly. But if someone else 
thinks he can do a better job, the market 
already established is an open invitation for 
him to try his hand. 

The advertiser proclaims to the world the 
uses for which his products are intended. By 
every advertisement he is virtually making 
this announcement: “Can you satisfy these 
needs better than I am doing?” The very 
fact that the operations of the national ad- 
vertiser are out in the open is the great assur- 
ance of the protection of the public interest. 

The successful national advertiser must 
continually meet real or potential competi- 
tion. His fate is always in the hands of the 
consumer. Just let any one of the advertisers 
fail to satisfy the evolving desires, or fail to 
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keep the public properly informed, and see 
how quickly competition will protect the 
consumer. 


How AcenciEs OrGAnizE TO HANDLE To- 
pAY’s RANGE oF Service Duties, by 
P. H. Erbes, Jr. From Printers’ Ink, 
April 27, 1939. 

Many of today’s agency organizations in- 
clude departments rare or unknown in the 
agency structure ten years ago. A certain 
amount of change in the functional organi- 
zation of the agency has been made inevi- 
table. Up through 1929 a clear 90% of the 
average agency’s activities were directly 
connected with planning and preparing pub- 
lication advertisements. The service organi- 
zation which was developed over the years 
to handle these operations has proved elastic 
and adaptable enough to absorb activities of 
new and different types. Others have seemed 
to require specialized, departmental han- 
dling for the time being at least, and perhaps 
permanently. 


Radio: 


The one form of specialized operation 
which has achieved the most nearly unani- 
mous adoption among agencies as a group 
is the radio department. This has grown with 
the new medium to a point where it is now 
accepted as standard and important equip- 
ment. Virtually every agency handling con- 
sumer accounts has at least one man directly 
responsible for radio activities, although in 
the very small agencies this may be limited 
to a part-time basis. 

Initially the agency radio department was 
largely limited to the buying of time, then 
got into selection of programs. Today, radio 
has brought an entirely new element into the 
agency service picture—that of planning 
and supervising the staging of public enter- 
tainment for merchandising purposes. 

Variations in radio department policy and 
practice are numerous. Certain of the larger 
agencies employ their own program pro- 
ducers and directors, casting directors and 
dramatic writers, some even staff announcers 
and program talent. Some work only on a 
supervisory basis, contracting with inde- 


pendent producers and script writers. The 
radio head may be a man grounded in the 
entertainment world, or he may be an all- 
around advertising man who employs speci- 
alists. 

In any event, the department is charged 
with building programs or evaluating and 
selecting existing programs offered by sta- 
tions and networks or both. The tendency is 
to place the buying end of radio in the media 
department, usually under the direction of a 
specialist in the medium. In many instances, 
writing of the advertising commercials has 
come to rest in the copy department, some 
agencies having writers who handle radio 
only and a lesser number using writers inter- 
changeably on publication and radio mes- 
sages. 


Publicity: 


Very few agencies had publicity depart- 
ments ten years ago. Agencies handled some 
publicity, but it was usually done as a side- 
line activity of the copy department. To- 
day most large agencies have a fully staffed 
department for the preparation and release 
of publicity matter, while numerous me- 
dium-sized and small agencies have at least 
one man with special training in and respon- 
sibility for handling publicity. The depart- 
ment usually operates as an auxiliary service 
through the account representative. 

Despite the basic conflict of free publicity 
with the agency’s and publisher’s interest in 
promoting traffic in the paid advertising 
columns, it is now fairly well recognized that 
a business may often make legitimate news 
and that there is a reasonable middle ground 
of publicity activity wherein the agency may 
operate to secure for the advertiser the bene- 
fits of any deserved public notice in the edi- 
torial columns. Thoughtful agents find it 
wise, at the same time, to draw a sharp line 
between publicity considerations and the 
awarding of advertising contracts. 

Some agencies have formed entirely sep- 
arate publicity units, while others operate 
on a supervisory basis, preferring to sub-let 
the actual work to outside organizations in 
the publicity field. 

A few agencies report a recent broadening 














THE FOURNAL OF MARKETING 


107 





of the publicity department’s activities to 
cover at least some of the aspects of the 
current widely discussed function of busi- 
ness known as public relations. In one way 
or another, numerous agencies are tending 
to participate in some degree in the shaping 
of the public relations policies of their clients. 
Most often public relations counsel is likely 
to be handled personally by one or more of 
the principal executives, since it involves not 
merely knowledge of how to get articles in 
print, but the planning of management polli- 
cies and paid institutional advertising. 

The agency’s potential place in the han- 
dling of public relations is something about 
which there is no general agreement. The 
majority seem to feel that public relations 
may well be one of the most important re- 
sponsibilities lying ahead of the agency and 
that the agency must develop the equipment 
with which to make a major, though pos- 
sibly not exclusive, contribution to the job 
of fostering constructive understanding be- 
tween a business and the community at 
large. 


Merchandising: 


Vested in this department are many of the 
added marketing duties which the agency 
has assumed, although its responsibilities 
and authorities vary greatly from one agency 
to the next. In one large organization the 
set-up calls for a member of the merchandis- 
ing department to be on definite assignment 
to each account; he has the responsibility of 
seeing that the marketing factors are right 
and he reports not to the account executive 
but to the head of his department. The de- 
partment may come into the picture only 
in an advisory capacity when advertising 
plans are being drawn up. In many cases, it 
is a rather loosely-organized affair and con- 
sists of one man, who may, however, be a 
principal executive of the agency and have 
a good deal of authority. 

Some firms are working out a depart- 
mental set-up which combines research and 
certain of the merchandising duties. One 
large agency has what it calls a consumer 
sales development department. This depart- 
ment combines all functions of research and 


merchandising and has been named and de- 
signed and staffed to approach the problems 
from a selling rather than a statistical basis 
or bias. 

Many agencies have preferred to lodge 
the authority and responsibility for doing 
the right thing by marketing affairs in ac- 
count executives having a thorough sales 
background. The account executive’s efforts 
are supplemented by the research depart- 
ment and the counsel of the principals of 
the agency. 


A Rea Economic Force, by W. T. Holli- 
day. From Printers’ Ink, May 11, 1939. 


Every once in a while a pseudo-economist 
attacks advertising on the ground that it 
increases the cost of distribution. This is 
not true, because high national income can 
only come through mass production, and to 
sustain mass production the cost of mass dis- 
tribution and advertising must be present. 
However, some critics of advertising are 
right in that some advertising is not good, 
and, therefore, a waste. Is this bad advertis- 
ing the idea of the corporation president or 
of the agency? In most cases it comes from 
the agency, but in reality the responsibility 
for it still belongs to the corporation head for 
not using a fly-swatter on it. 

Advertising, as well as public relations, is 
the voice of the business organization. When 
the corporation speaks, it should speak 
through its chief executive. Though he may 
delegate this task, it is still his responsi- 
bility, and one of his most important ones, 
too. It is not only true because of the neces- 
sity of maintaining the product and institu- 
tional goodwill, but because of broader 
political considerations. American business 
and industry has been more or less on trial 
since 1929, and it is the responsibility of 
every business organization to see that its 
advertising does not disparage or cheapen 
our American way of life. 

When a chief executive looks at his manu- 
facturing costs, he thinks of them in terms 
of unit cost rather than as the total sum. 
Yet, in looking at advertising costs, he is 
apt to see them only as the total sum. Ad- 
vertising costs must be seen in the light of 
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unit cost just as much as manufacturing 
costs are. Also, unlike manufacturing costs, 
advertising costs are to a certain extent capi- 
tal expenditures—money plowed back into 
the business. Consequently, advertising 
should be sustained and not spasmodic. 
Undue reduction in advertising expenditures 
may impair the cumulative effect of previous 
advertising investment. 


PackaGInG 1s MERCHANDISING, by C. B. 
Larrabee. From Printers’ Ink Monthly, 
April, 1939. 


A number of developments in design that 
are particularly significant are: 

1. The reaction away from the extreme 
of the 20’s has resulted in clean designs, ef- 
fective, legible lettering, and excellent color 
combinations. 

2. The manufacturer now realizes that it 
is not enough to announce what is in the 
package but that often it is wise to make his 
copy not only identify the product, but tell 
what it is, how it is used, and why it is desir- 
able. 

3. Many packages today carry some kind 
of selling phrase, to do the work the clerk 
often forgets. 

4. Visible packaging allows the customer 
to see what the package contains. 

5. Construction of the packages contrib- 
utes strongly to merchandising. 

6. Closures are more practical now than 
they have ever been. Not only do they con- 
tribute to protection and appearance, but 
also to convenience use. 

7. Today, product and counter display 
piece are designed as a unit, each contribut- 
ing to the other. 

8. Over recent years there has been much 
experimentation with packaging materials 
with great success. 

9. The trend toward flexibility in design 
is growing all the time. 

10. The “dual use” idea (a package which 
would have a secondary use after its original 
contents had been removed) has shown a 
significant decline. 


Wuat Makes Men Aanp Women Look at 
Avs? From Printers’ Ink Monthly, April, 
1939. 


The very nature of many products deter- 
mines to a great extent the interest that 
either men or women will have in their ad- 
vertisements; but many products hold a 
greater or less degree of interest to both and 
the problem of determining how best to 
reach the correct proportion of men and 
women becomes acute. 

An interesting fact is that in advertise- 
ments men look at men, women at women. 
Very few people are fooled into believing that 
an ad is anything but an ad; therefore, when 
they glance at it an instinctive process of 
selection or reflection takes place. Over a 
period of time, men have been conditioned 
into believing that a man’s picture in an ad 
means a man’s product; the women have 
also been conditioned to believing that a 
woman’s picture means a woman’s product. 
The question then becomes not what men 
or women see, but what, in an ad, they 
remember having seen. 

The advertised product is, in itself, a de- 
termining factor in selecting an audience. 
Varying methods of presentation may be 
used to attract different audiences. Color is 
one of the accessories that may be used to 
gain a larger proportion of the potential wo- 
men audience. It has a far greater effect on 
women than on men. 

Comic strips are an old standby for getting 
men and women to stop and read an ad. 
Getting people to read is one thing and get- 
ting them to read intelligently is another. 

If an ad is written with style or beauty 
appeal, it will have a greater part of women 
readers, rather than if the subject were 
treated scientifically. 

Thus advertisements select their own 
audiences. Every factor that goes into them 
plays its own part in altering that audience. 
The illustration and its treatment, copy style 
and its appeal, size of space and use of colors, 
and the product itself all have a share in 
making the ad more interesting to men or to 
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women, in stopping and holding the atten- 
tion of each sex. 


Wuat WILL BE TELEVISION’s EFFECT 
oN ADVERTISING PRACTICE—TECHNIQUE 
—Mep1a? From Printers’ Ink Monthly, 
May, 1939. 


There is much difference of opinion as to 
just how television can be fitted into the ad- 
vertising picture of today, but there is com- 
plete unanimity on two points: 

That the whole future of the television 
industry rests on its ability to provide an ef- 
fective, useful and demonstrably profitable 
advertising service. 

2. That television, because of its very na- 
ture, cannot be expected to have any notice- 
able effect on present-day advertising prac- 
tices, technique, or media. 

Television, from the standpoint of adver- 
tising, is an entirely new medium in that it 
carries into the home of the consumer a sight 
and sound program. This means that adver- 
tising will have to develop a new technique 
for putting together the right sort of pre- 
sentation. It must show off the product to 
the very best advantage—in television im- 
pulses—and at the same time tie up the 
sound story in such a manner that it will 
hold an audience which—it must be remem- 
bered—is sitting at home, where it can be 
much more critical and where it is entirely 
free to convert its reactions into action— 
turn off the whole show. 


Program production costs will go up. 
Television advertising presentations will 
have to be prepared much more carefully 
than is necessary for use with any other 
medium. They will require real theatrical 
“props,” scenery, costumes, and for those 
who take part there will be many, many 
dress rehearsals, all of which is in stark con- 
trast with radio shows in which a little micro- 
phone dominates the situation. Station rates 
and costs of television advertising cannot 
fairly be compared with those of any other 
medium, because, in advertising, television 
is in a class by itself. 

The following suggestions will be found 
helpful to those who are wrestling with the 
subject of selling television as an advertising 
medium: 

1. Television should be employed, in the 
beginning at least, for only highly specialized 
services. 

2. The opportunity for so doing will be 
furthered because the receiving sets will Le 
bought by the medium and higher-income 
groups, which means that there will be a 
high-class audience on the receiving end. 

3. Television will be the first high-class 
medium that can guarantee reaching a high- 
class audience under the most receptive cir- 
cumstances; namely, in their homes. 

4. Cost of television advertising presenta- 
tions should be thought of in terms of quality 
and buying capacity of those reached, not 
numbers. 
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7. CHICAGO session of the American 
Marketing Association was held on May 
19 and 20 with a total attendance of about 
200. Of the 168 actual registrations, the 
groups represented were: manufacturers 46, 
publishers 29, teachers, 28, advertising 
agencies 19, research and sales counsel 14, 
college students 7, outdoor advertising and 
radio broadcasting service organizations 4, 
government 6, and others 15. The business 
meeting was held at 9:55 A.M. on Saturday, 
May 20 and was very brief. No new business 
was brought up, although considerable inter- 
est was shown in the possibility of a North- 
ern Ohio Chapter. The reports of the Secre- 
tary and Treasurer were accepted. 

On January 1, 1939, the Association had 
694 paid-up active members. Between Janu- 
ary 1 and May 19, 36 members resigned or 
dropped out of our group and 58 new mem- 
bers were added, making the active mem- 
bership total 716 on May 20. On January 1, 
the consolidated balance sheet of the As- 
sociation and the JOURNAL OF MARKETING 
showed total cash on hand of $2,676.77, 
while the amount of cash on hand on May 
15, 1939, was $4,197.90, showing an apparent 
capital gain for the period of $1,521.13 with 
no bills outstanding. This apparent gain is 
mainly theoretical because our income 
largely appears in the first few months of 
the year while the expenditures are fairly 
regular. The July and October jourNaLs, 
for example, will cost $350.00 each. The 
JOURNAL, it should be noted, has been able 
to operate within its budget of $2.00 per 
member for the first two issues of 1939 and 
should be congratulated upon this perform- 
ance. Of the total membership, 145 mem- 
bers have not paid 1939 dues so that some 
income will be forthcoming during the sum- 
mer and fall. 

The Chicago sessions were most stimulat- 
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ing. Both the Program Committee and the 
members of the Local Chapter are to be con- 
gratulated upon the excellent session. In ad- 
dition, the local committee handled its fi- 
nances excellently and was able to refund a 
portion of the money appropriated to it by 
the Board of Directors. 
The ‘“‘Werberat der Deutschen Wirt- 
schaft,” which is the German governmental 
office for controlling advertising, recently 
ran a competition for the best scientific work 
on “The Importance of Advertising for Na- 
tional Economy.” It is very flattering to 
learn that one of our foreign members, Dr. 
Waldemar Koch, was declared winner of the 
first prize while Dr. Karl Hundhausen, who 
received his marketing experience in the 
United States, was awarded second prize. 
The Bureau of Business Research of the 
Graduate School of Business Administration 
at Harvard University has a number of bul- 
letins and business research studies avail- 
able for free distribution. These may be 
obtained by writing to Professor Carl N. 
Schmalz, Chief of the Bureau of Business 
Research. The publications available and the 
number of each on hand are as follows: 
Business Research Studies: 
(2) Copeland, M. T., Raw Material Prices and Busi- 
ness Conditions. 
(3) Tebbutt, A. R., The Behavior of Consumption in 
Business Depression. . 
(6) Madigan, J. J., Managing Cloth Inventories in 
the Cotton Textile Industry. 
(7) Sandberg, L. J., Truck Selling: Simultaneous 
Selling and Delivery in Wholesale Food Distribu- 
tion. 
(8) Crum, W. L., The Effect of Size on Corporate 
Earnings and Condition. 
Bulletin: 
(79) Marketing Expenses of Grocery Manufacturers 
for 1927 and 1928. 

(84) McNair, M. P., Expenses and Profits in the 
Chain Grocery Business in 1929. 

(88) Schmalz, C. N., Operating Results of Depart- 
ment and Specialty Stores in 1931. 
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(89) McNair, M. P., Expenses and Profits of Variety 
Chains in 1931 compared with 1929. 
(93) Expenses and Profits of Variety Chains in 1932. 


Since March first, we have welcomed to 
our group the following new members: Wil- 
liam A. Berridge of the Metropolitan Life 
Insurance Company, New York City; Ren- 
shaw Borie of the Roland G. E. Ullman Or- 
ganization, Philadelphia; J. M. Burman of 
the Electric Household Utilities Corpora- 
tion, Cicero, Illinois; Alexandre P. E. Chalu- 
four of the Crowell Publishing Company, 
New York City; Fred H. Clarkson of the 
Consumer Credit Institute of America, New 
York City; Burke H. Critchfield of the Bank 
of America, San Francisco; Fridtjof H. G. 
Dahr of the Abbotts Dairies, Inc., Phila- 
delphia; Virginia Day of the McCall Cor- 
poration, New York City; Leon D. Eldot of 
L. Sonneborn Sons, Inc., New York City; 
J. Brooks Emory, Jr., of Benton & Bowles, 
Inc., New York City; John C. Esty of Wil- 
liam Esty and Co., New York City; Frederic 
R. Gamble of the American Association of 
Advertising Agencies, New York City; John 
J. Jardine of the Chicago Tribune, Chicago; 
Marion D. Jones, Jr., of the Advertiser’s 
Service, Memphis, Tennessee; Robert C. 
Landon of the U. S. Steel Corporation of 
Delaware, Pittsburgh; Alfred M. Lee of New 
York University; James W. Livingood of the 
University of Chattanooga, Chattanooga, 


Tennessee; Basil Livingston of Marschalk 
and Pratt, Inc., New York City; John T. 
Lynch of New York University; George 
Mateyo of Radio Station WOR, New York 
City; John F. Mee of Ohio State University; 
John W. Miller of Montgomery Ward & Co., 
Chicago; Horace H. Nahm of Hooven Let- 
ters, Inc., New York City; Herman C. No- 
len of Ohio State University; C. A. Pearce of 
Washington, D.C.; Donald M. Phipps of the 
Agricultural Trade Relations, Seattle, Wash- 
ington; C. A. Pooler of Lever Brothers Co., 
Cambridge, Massachusetts; Henry L. Porter 
of the Standard Oil Company, Chicago; Mrs. 
Matilda W. Riley of the Market Research 
Corporation, New York City; Irving P. 
Rothstein of General Research, Inc., New 
York City; James E. Sayre of the Barrett 
Company, New York City; C. Clyde 
Squires, Jr., of the Federal Advertising 
Agency, New York City; Robert S. Stainton 
of Purdue University, Lafayette, Indiana; 
Clifford Strock of The Industrial Press, New 
York City; Helen A. Taylor of the Federal 
Advertising Agency, Inc., New York City; 
Edward F. Thomas of Carl Byoir & Associ- 
ates, New York City; Paul Titus of the 
Hearst International Advertising Service, 
New York City; Roland G. E. Ullman of the 
Roland G. E. Ullman Organization, Phila- 
delphia; Warren C. Waite of the University 
of Minnesota; J. Howard Westing of the 
University of Michigan. 




















HE AMERICAN STATISTICAL ASSOCIATION is an organiza- 
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